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Nestor Heelthcere Group pic Annual Report and Accounts 2002 


A leading and valued partner in UK health and social care 







The UK's number one provider of personnel 
and service solutions to the fast-growing 
health and social care market 




Healthcare Personnel Division 


Turnover 


BNA 

Grosvenor Group 
Others 

Total 


206 0 210.& 

St.6 79.3 

22.1 * 8.7 

309.7 308.8 


British Nursing Association (SNA) 
is the UK's leading provider of 
nursing and care professionals to 
a wide range of health and social 
care customers. 


The Grosvenor Group of companies 
concentrates on providing specialist 
nursing and care to the NHS and to 
Local Authority Social Services. It also 
provides temporary residential care 
services for the elderly and those 
convalescing in their own homes. 


Carewatch ts the UK's leading 
franchised domiciliary care provider. 
It provides a variety of services to 
people needing care and support in 
their own homes, either directly to 
the individual or via Local Authority 
Social Services Departments. 


The Medic Group is a major supplier to 
the NHS and the private sector of 
quality locums and professionals allied 
to medicine. It also recruits healthcare 
professionals from around the world 
to help address the shortfall in many 
healthcare environments. 



Healthcare Services Division 


Turnover 


Primecare Primacy Care 64.6 

NDA 34.2 

Primecare Forensic Medkat 13.6 

MAP Contract 47.9 

Others 12.7 

Total 173.0 


267 
33.0 
7.8 
17.6 
70 
92 1 


Primecare Primary Care is the leading 
provider of GP and other out-of-hours 
services to the NHS. The services are 
delivered via clinical response centres, 
primary care centres and, where 
required, by a home visit. 


Primecare Managed Healthcare 
provides complex healthcare-at-home 
services, offering an alternative to 
hospital treatment and tailored 
to meeting the needs of individuals 


Primecare Forensic Medical provides 
primary care services to Police 
Authorities and secure establishments 
including prisons, immigration and 
detention centres, and young offender 
institutions within both public and 


Nestor Disability Analysis provides 
doctors for domiciliary screenings or 
temporary support to the Benefits 
Agency Medical Services of the 
Department of Work and Pensions. 




Financial Highlights 


o Results demonstrate significant increases in both turnover and profits 

o Strong operating cash flow up 120% to £54.1m (2001: £24.6m) 

o Healthcare Personnel Division delivers cost efficiencies following start of programme 
to reduce transaction costs, improving profits by 14.5% with improved gross margins 

o Step-change in Healthcare Services Division, programme being implemented 
to enhance the quality and extent of services in primary care, the benefits 
of which will begin to be seen in the second half of 2003 

o Earnings-enhancing acquisition programme set to continue in 2003, 
particularly in homecare 






Chan^ 

Turnover 


482.7 

401.0 

20 

Operating Profit' 


373 

25.5 

46 

Profit Before lax* 


33.1 

23.9 

38 

Earnings per Share** 


293p 

20.5p 

45 

Earnings per Share - FRS 3 Basic 


Zip 

11.6p 

(8D 

Dividend per Share 


9.62p 

8.02p 

20 

* before goodwill amortisation of £7.7m f20©1: £3.8^ and exceptional costs 0 

i £18.1m ROOT: 1 

•4.6 ml- FRS 3 operating profet < 

sttvrefvwffll.Scn 



before exceptional gan of £Q Sm (20Q2: £nil£ 

IrHheCharrrrrarfs Statement the Operating Re»re«v and the Financial Review, results re stated before goodwjl amortisaacw arid oeepcond Jens. 
These are discussed in the financial Review 


1 financial Highlights 

2 The Health and Social Care Marketplace 



Directors' Responafci&fes 

Corsdidated Profit and 


onsoKdfetedi Cash f oe* Statement 


Motes to the Srarciai S!23«wfnfe. 




The Health and Social Care Marketplace 


Health and social care is the largest single market in Europe. Its current value in 
the UK stands at approximately £96bn in 2003 and spending in the NHS alone 
is budgeted to rise from £69.7bn to £105.6bn by 2006/7. 


Driving Force: Ageing Population 

* The UK population is expected to 
increase greduafiy from 5&8m to reach 
63.2m by 2026. 

* The population wiB gradually become 
older with the average age expected to 
rise from 39.1 years to 42.4 years in 2026. 

* The number of people of state 
pensionable age is projected to increase 
by 10.5% from 10.8m to 12_Gm in 
2011, with longer term projections 
suggesting the number over state 
pensionable age wifi peak at over 15m 
around 2040. 

* 2% (1.1m) of the population is now 85 
or over and is expected to increase to 
3.1m at its peak in 2056. 

* For the first time, people 60 and 
over now form a larger part of the 
population than children under 16. 

* From 2007, the population of state 
personable age is expected to exceed 
the number of children and by 2026 is 
expected to exceed it by nearly 2 milSorr. 

Growing Market Place 

* The UK health and soda! care market is 
currently worth £96bn, with £1 in every 
£14 spent on healthcare. 


• The Wanles Report Cpubfrshed in April 
2002} identified a £264bn underspend 
in the test 30 years, with the UK falling 
behind other countries. 

• The Government made a commitment to 
increase funding in its 2002 budget, with 
spend on NHS to grow/ by £40.2bn over 
the- next five years. 

• There is a continuing move towards 
Public Private Partnerships with the 
public and/or the private sector 
delivering healthcare, whilst the 
Government remains the purchaser. 

NHS 

• ExpencSture on the NHS wifi reach 
£105.4bn by 2006, with a higher 
proportion of GDP invested. 

• There is a continued commitment to 
increase toe workforce and services, 
confirmed in the 2002 budget, with an 
extra 35,000 nurses, 15,000 doctors, 
40 hospitals and 500 Primary Care 
Centres promised by 2008 

• AB NHS Trusts are expected to gain 
Foundation status by 2008, gaining 
greater freedom to deliver services to 
patients, being hekf to account tocafiy 
by the communities they serve aid 
through 'cash for performance' 


• The NHS continues to work in 
partnership wrih toe priKBti? sector 
developing Efegfrostw: and sieairrienS 
Centres with 39 fasR trade surgeries to 
benefit 120,000 patents a year by 2005. 

Social Services 

• Current expenditure on personal scctei 
services totals £I3.6bn with 13% spent 
on homecare. 

• The Government has committed «its 
2002 budget to a 6% increase *n reel 
term growth foe personal soda* services 
over the next three yeas. 

• There is a continued increase in toe 
cornmissiorKng of htwnecae by Loc al 
Authorities from the independent sector, 
now reaching 60% of total bouss. 

• The Care Standards Commission s 
soon to be regulating toe standards 
of care provided by dacractfery care 
agencies and Local Authorities, setting 
common star-dads for services and for 
care workers. 

• Social Services "Stas' ratings were 
introduced m May 2002, with managers 
from the independent sector working 
with Authorities renewing low ratings. 


NHS spending is budgeted 
to increase from £69.7bn 
in 2001/2 to £105.6bn 
by 200€/7. 




Primary Care 

• The transition from Primacy Cars 
Groups to Trusts has been completed, 
with 315 PCTs deSvering services to 
their local populations across the UK. 

• 55% of the NHS budget is currently 
held by PCfe. which will increase to 
75% by 2C04, received drrectfy from 
the Department of Health. 

• The Carson Standards of Regulation 
for out-of-hours providers wifi be fully 
implemented by March 2004. with aU 
providers, both public and private, 
subject to national standards. 

• The new GP contract (if accepted) wHi 
increase funding from £6.1bn per 
annum in 2002-3 to £8bn in 2005-6. 

• The new contract allows GPs to opt 
out of providing out-of-hours cover, 
with responsibility passed to Primary 
Care Trusts by December 2004. 

Intermediate Care 

• The NHS Plan contains a commitment 
to £900m of investment to provide 
5.000 extra residential places and 1,700 
extra non-reskfentia! places by 2004. 

• Pressures on acute hospital beds and 
waiting list targets are both key drivers 
in this sector. 

• NHS and Primary Cate Trusts. Health 
Authorities and the private sector are 
now working in partnership to develop 
integrated packages of care to prevent 
unnecessary hospital admission and 
ensure timely discharge. 


Care Homes 

• The total value of this market is 
estimated at £9.5bn of which the 
private sector accounts for 66% 
(£6.3bn). 

• Overafi capacity has continued to 
decrease, with an 11% (64.300) 
reduction in the number of places since 
1996, now standing at 511,300 places. 

• The conso&Jation of homes is set 
to continue, as a result of financial 
and regulatory pressures on care 
home operators. 

Private Hospitals 

• The total value of this market was 
estimated at £3.5bn in 2001, increasing 
by 10% from 2000. 

• Private acute services are being delivered 
by 218 independent hospitals with a bed 
capacity of 9,463, and 82 NHS private 
patient units with a further 1.367 beds. 

• This is a growing market with the 
continued development of Public 
Private Partnerships and Private 
Finance Initiatives. 

Private Patients 

• Expenditure on privately purchased 
home care is continuing to increase, 
reaching £486m in 200t, with the 
value of informal care estimated to 
be worth a further £34bn. 


• There has also been ar« increase jj iJv? 
number of people fevmg atone (4.1m 
people over the age of 50), fcgfrter 
Social Services efigitx&ty criteria, aid 
increases in Dnect Payment schemes. 

Institutional Health 

• There are 157 prisons and ycturx) 
offender institutions across the UK. 
some 140,000 prisoners pass through 
the prison system armuaffy 

• There are a further eight emnwgratacn 
centres with 2.223 places in England 

• In 2001, an estimated £90mwas spent 
on healthcare staffing in England and 
Wales, increasing by 45% since 19%, 

Occupational Health 

• Sickness absence is now estimated to 
cost British industry £10.?bn annuagy 

• Total spend on occupational health in 
2001 reached £260rt. increasing by 
44% over the previous four years, with 
41 % (£109m) outsourced to 
commercial providers. 

• The increasing cost of employee 
absence, increased employee litigation 
and greater legislation from Europe 
are aB contributing factors to this 
growing market. 


55% of the NHS budget is currently held by PCTs, which will increase 
to 75% by 2004, received directly from the Department of Health. 




Chairman's Statement 


2CQ2 has been another year of 
considerable progress for Nestor, building 
on our strategy of focusing on UK health 
and social care, with substantial increases 
in turnover and operating profits and 
excellent cash generation. 

fn 2002. we more than doubted the 
previous year’s cash flow from operations 
by a combination of higher operating 
profit and effective working capital 
management. 

In the Healthcare Personnel Division, the 
programme to reduce transaction costs 
began to deliver cost-efficiencies, which, 
together with improved gross margins 
and the beneficial effect of acquisitions, 
significantly improved operating profits by 
14.5%, despite the impact on activity 
caused by the roS-out of NHS 
Professionals The programme of 
acquiring smaiJ. bolt-on businesses, 
mainly in the homecare sector, is set to 
continue in 2003. 

ft has also been a year of radical 
development in the Healthcare Services 
Division, with the start of our programme 
significantly to enhance the quality of 


service defarererf by our Primecafe Primary 
Care business. The loss of the finite MAP 
contract led So our focusing resources on 
the Group's current operating divrstons 
and considerably rerfcctog the central 
cost-base. Vlfe have moved to a more 
efficient dwisicnaSsed structure and 
achieved anmafeed cost-savings to 
excess of £2m. 

Summary of Results 

• Turnover grew by 20.4% to £482.7m 
(2001: £401 .dm) 

• Operating profit increased by 46.3% 
to 1373m (2001: £25.5m> 

• Pre-tax profit was up by 3S.S% to 
£33 1m (2001: £23 9m) 

• Earnings per share were 45.4% higher 
at 29.8p {2001: £2G.5p) 

• Operating margins were 7.7% 
(2001:6.4%) 

• Cashflow from operations was £54.1 m. 
an increase of 120.0% (2001; £24.6m> 

Throughout the statement, results are 
stated before goodwS amortisation and 
accept tonal items. These are dbcussed in 
the Financial Rewew. 


Dividends 

Your Board is recommending a fine! 
dividend per share of 6.14p making toisf 
dividends per share for the year of 9.6?p 
(2001 - 8.02p). an increase of 20.0%. 
For the tong-term, we expect to fofcuv a 
progressive dividend poficy but maartasi 
at least two and a half times adjusted 
earnings cover. 

Summary of Performance 

Healthcare Personnel Division 

The Healthcare Personnel Division 
comprises British Nursing Association, the 
UK's number one general nursing and 
care agency. Groswenor Group and other 
businesses focused on provsdtog health 
and social care personnel on a temporary 
basis to a UK-wide client base todudtog 
NHS Trusts, Local Authorities, nursing 
homes and private patients. 

• Turnover was £309.7m 
(2001: £308.8m> 

• Operating Profit increased 14.5% 
to £22.9m (2001: £20.0m) 

• Operating margins were 7.4% 

(2001:6.5%) 


Acquisitions are a key part 
of our strategy, and there 
are many opportunities. In 
2002 we completed eleven 
acquisitions, expected to 
deliver f 2m operating profit 
in 2003. The programme is 
continuing in 2003. 




These encouraging results benefit from 
better gross margins from improved 
pricing and business mix. coupfed with 
cost efficiencies, I am pleased to report 
that the contract to provide dcmiaiiary 
care services to the London Borough 
of Harrow successful started at the 
beginning of February 2003 and is 
expected to contribute some £4.0m 
of turnover in a fuff year. 

Healthcare Services Division 

Healthcare Services defivers innovative 
solutions to the UK's growing healthcare 
market through the primary care sector 
or in government contracts. 

• Turnover was up 87.8% to £173.0m 
{2001: £92.1m) 

• Operating profit increased by 161.8% 
to £ 14.4m (2001: £5.5m) 

• Operating margins were 8.3% 

( 2001 : 6 . 0 %) 

The revision benefited from the 
impressive (£11,8m) profit contribution 
after central costs of die MAP contract 
(2001: £4.0m) where profits were 
enhanced by tower than expected closure 
costs. At the same time, we began a 


major programme of investment to the 
Primecare Primary Cate out-of-hours 
business to improve the quality of service 
defwered. This included employing more 
doctors at higher rates of pay and the 
opening of our new cfewcal resource 
centres, togetoer resulting to a temporary 
drop m margins to 3.S%, which we 
expect to improve materially by the end 
of 2003 as the benefits of the completed 
programme how through. 

Acquisitions 

Acquisitions are a key pert of our strategy 
because the homecare market is 
fragmented and there are many 
opportunities. We have continued our 
programme of buying smafl businesses, 
aimed mainly at expanding our existing 
totally based network to the hotnecare 
sector and have successfully begun 
integrating them into our existing 
business to the Healthcare Personnel 
Division. We have demonstrated the 
returns to be excefiefti. even asstsntog a 
level of attrition normally associated with 
the integration of such service businesses. 

to 2002, we completed eleven such 
acquisitions, at a total cost of 


appiradmately £9m_ expected to de&ver 
apprcHimatefy £2m operating profit to 
2003. We are successful continuing this 
programme m 7003 

Clinical Governance 
in both our Divisions the future depends 
on buwSng and retiring a reputation 
for the highest standards of Ctaksf 
Governance and effective patient care. 
Key to the achievement of this a«n has 
been the investment to a comprehensive 
dtokal governance infrastructure- Under 
the leadership of Dr BS Hofenes, the 
Group Medical Director, the Group has 
significantly enhanced its policies and 
processes for identifying, managing and 
controlling dtnicai risk. Processes to 
mitigate clinical risk are overseen by a 
separate independent Clinical Advisory 
Board comprising a number of eminent 
and independent healthcare practitioners 
and any issues ate reported to the main 
Board on a regular and structured basis. 

Board and Management Structure 
In June, we announced the appointment 
of Stephen Booty as Managing 0 Hector, 
Healthcare Personnel Division f was 
delighted to welcome Stephen to the 


2002 has been another year of considerable progress for Nestor. There 
have been substantial increases in turnover and profits with excellent 
cash generation. 




Chairman's Statement continued 


Board and sxtee his appointment, he 
has pffuwd to be an effective leader of 
the Drieicn. He has already made a 
substantial contribution to the Board's 
strategic plans. 

Robbie Sums. Managng Director of 
Gewenwnent Contracts left die Group 
at the end of October. I should Ske to take 
this opportunity to thank Robbie for his 
contribution to die integration of HeafthcaS. 

I am pleased to announce the forthcoming 
appointment of Martyn Etes to the Board 
as Finance Director. Martyn (aged 46) is 
currently finance Director of TeleCity pfc. 
The Board welcomes Martyn to the 
Group. As an integral member of the 
management team, he wifi play a key 
role as we mow into the next phase of 
our development 

David Lyon, who has been Finance 
Director for the past 5 years and with 
the Group for 12, wiB be resigning from 
the Board in order to pursue further 
opportunities elsewhere. The Board is 
appreciative and grateful to David for 
his considerable contribution within 


the finance function of Nestor, 
administering the Group through a 
period of major growth both orgarucaRy 
and by acquisitions. David has played 
a valuable part in the implementation 
of our strategy and at the same time 
has developed our internal controls 
and system to match the growth in 
our business. 

Staff 

We are grateful to our teams throughout 
the organisation for their caring attitude 
towards their patients and clients and 
their loyalty and commitment to the 
Group. The dedication and concern 
shown by alt of our staff are the critical 
elements of the Group* culture which 
lies at the heart of our business and is 
essential to its future success. 

Last year saw changes for a number of 
people in the Group, both those joining 
through the acquisition of HealthcaS and 
those who have worked for the Group for 
some time. AB of the changes were aimed 
at improving the quality of the service we 
offer but we recognise that change can 
cause concern for some individuals 


The dedication and concern 
shown by all our staff - critical 
elements of the Group's 
culture - lie at the heart of 
our business and are essential 
to its future success. 




evolved as we$ as opportunities. On 
behalf of the Board. I thank them for their 
fortitude and tfedfeation. 

Outlook 

Our strategy is to grow turnover and 
margins in afi of our businesses m UK 
health and social care. This fast growmg 
and ever-changing market is offering 
significant opportunities to Nestor as a 
leading provider of personnel and services. 

The largest market, the provision of 
nurses and carers to NHS hospital trusts, ts 
in a phase of uncertainty because of the 
creation of NHS Professionals, the 
government created irv house nursing 
agency While the final effect of NHS 
Professionals, particularly on our large 
NHS contracts, remains undear, we believe 
that the role of the private sector is critical 
to the NHS meeting its targets and do not 
expea a significant reduction in eorrenission 
income to result The market with the 
best opportunity for growth is homecare. 
As well as driving organic growth, we are 
implementing our programme of tactical 
acquisitions in this and other areas and 
wH continue to do so in 2003. 



In the tfeaftfccare Services Division,. our 
priority is to buifet go our Primeeare 
Primary Care business in order to develop 
the Division into the supplier of choice to 
Primary Care Trusts of a wane?/ of cate' 
services, both in and out of hours. The 
first step has been our investment in two 
new cfihicai response centres. The process 
of migrating the 29 branches' calf 
hancfcng operations has already begun 
and we expect it to be complete by the 
autumn of 2003 when the' benefits of the 
investment we have made wiR start to 
come through. A key priority wiS be the 
continuing development of constructive 
partnerships with Primary Care Trusts at 
the local level. 

There are major opportunities for the 
Group to the longer-term as the 
Government continues to seek: new 
solutions to achieve its challenging 
targets for healthcare delivery and 
recognises that the private sector can 
provide cost-effective support to the NHS. 

The measures we continue to take to 
improve the quality of our service in the 
Healthcare Services Drvisim and to 


achieve efficiencies in the fSe^thcare 
Personnel Division wrS stand us in good 
stead for improved growth in toe longer- 
term. Whilst our targets for 2003 are 
challenging, with tfie first haif of toe year 
being impacted by the transitional costs 
associated with the above measures, we 
anticipate that organic growth in profits, 
together with major cost improvements 
and further tactical acquisitions, win 
deliver a satisfactory resuff for the year 


Antony Beevor, Chairman 
3rd March 2003 


Major long-term opportunities exist for Nestor as the Government continues 
to seek new solutions to achieve its healthcare delivery targets and recognises 
that the private sector can provide cost-effective support to the NHS. 




Operating Review 


2002 was a year of good growth art 
turnover, profit and cash during a time 
of positive change in Nestor's major 
customer, the NH5 - marred: by the loss 
of one major government contract, the 
Miners’ Medical Assessment Programme. 
Our pdonties in 2003 will be to grow our 
core business and to substantially make 
up for the loss of this contract, whilst 
at the same time continuing the 
investment in the Healthcare Services 
and Personnel Divisions. 

During the year the Group has mkpated 
from a central to an operationaRy-fooised 
divisional structure to help faeifitate the 
strong growth expected in both cSvsions 
in 20G3A)4 and beyond. 

Stephen Booty, Managing Director of the 
Healthcare Personnel Division, jomed the 
Group in .January 2002. In his fast year, 
he has reviewed the Division's branding 
and transaction test base and has 
successfully commenced our programme 
of smafi acquisitions in the homecare 
sector, at the same time as managing 
the impact on the business of NHS 
Professionals. 

Operating margins in the Healthcare 
Personnel Division increased by 0.9 
percentage points to 7.4% (2001: 6.5%) 
due to improved gross margins through 


The Group has migrated from 
a centra! to an operationalty- 
focused divisional structure to 
help facilitate the strong growth 
expected in both divisions in 
2003 and beyond. 


pricing and, by the end of the year, a 
significant reduction in transaction costs 
in BNA. The continued reduction m 
transaction costs across the division 
should deftwr a further 0.5% 
improvement in operating margin 
by the end of 2G03. 

Stephen Page, Managing Director of the 
Healthcare Services Division, focused on 
simplifying the structure of companies 
in the Dwtskm. launching a major 
rebranding exerase, whilst driving a 
major change programme in Pronecare 
Primary Care, the UK's leading out-of¬ 
hours GP deputising service. Margins 
have temporary declined in this business 
as we have invested in improvements in 
quality, mckafing the creation of two 
cfinical response centres. 

Disappointingly the extension of the 
Medical Assessment Programme contract 
was tost, effective 1st November 2002. 
The competitive tender was lost on price, 
although service defcvety to 3tst October 
2002 exceeded our expectations and 
those of tsar customer, the Department 
of Trade and fcxfcstiy. This contract 
benefited the Group during 2002 by 
£11.8m of operating prafrt after central 
costs and had been expected to generate 
a further £5.5m contribution to operating 
profit in 2003 after central costs. 


Also during the year, She Group has 
been at the ferefree^ of deaetepkig new 
methods of heafttere befeer* mess 
notably by developing raarses so perform 
roles tradfUoraSiy cammed out by doctors. 
These included uodecSaSsng patient 
consultations, both over the Setopbure 
and in our primary care centres, pci me 
and prison healthcare and the soeeratg 
of benefits appScants in the comm^-rety 

Acquisitions 

From May, the Groups tteafthcare 
Personnel Division implemented an 
acquisition programme that has restated 
in the purchase of It small businesses, 
targeted to cfe&wer approximately £2m 
operating profit in 20C3. These acqusticus 
represent excefent value for the Group, 
even avowing for 20% attrition to their 
turnover on integration. Moreover, our 
discrete acquisition and implementation 
teams have ensured that these businesses 
are integrated with cw easting operations 
with minima} dsnstion. These aegustions 
are mainly in the homecare market 
where there are 3.000 registered 
donwdfiary care providers to the 208 
Social Services Authorities. 



Government Regulation and 
initiatives 

2002 saw significant Government activity 
m regulation and policy The NHS in- 
hoose agency, NHS Professionals, has 
continued its expansion at the cost of 
many of the Groups high volume, low- 
margin contracts. This has reduced the 
number of hours of care delivered by 1!% 
but gross profit has improved due to the 
replacement of the low-margin contracts 
with “spot" business as the Group seeks 
to work alongside NHS Professionals to 
help deliver the NHSS goal of complete 
coverage of England by 2003. 

The Care Standards Commission is now 
almost ready to regulate the standards 
of care provided by domiciliary care and 
nursing agency providers. This raises the 
barrier to entry by demanding investment 
in training and systems, which has 
already caused many of the smaller 
agency businesses to sell up or close. 

The roll-out of the Carson Standards of 
regulation for out-of-hours providers 
began in October 2002 for full 
implementation by the end of 2003. 

Afl providers, public and private, as a 
condition of registration, will be subject 
to the achievement of the same high 
standards. Nestor has committed to 
invest f 9.0m capital expenditure and 


£3.1m in exceptional costs in creating 
two cfcmcaJ response centres to help 
achieve these standards. 

The Wanless report, published in March 
2002. and the subsequent budget have 
confirmed the Government's total 
commitment to increased investment 
in the NHS and Social Services, creating 
better services through a higher 
proportion of GOP invested. The 2002 
budget confirmed that total spending on 
health w* reach £105.6bn by 2006. Pay 
rates ate fcfcely to increase for consultants, 
GPS and nurses as a direct result of more 
money flowing into the NHS. The 
Government is now intending to create 
Diagnostic and Treatment Centres to 
cut down patient waiting lists. The 
"pluralism" of provision, where either 
the public or private sector can deliver 
healthcare whilst the Government 
remains the purchaser (and protects the 
concept of 'free at the point of deliveiy' 
for the general public) is a great 
opportunity for Nestor going forward 
to 2006 and beyond. 


Nestor has been at the 
forefront of new healthcare 
delivery methods, most 
notably by developing nurses 
to perform roles traditionally 
undertaken by doctors - from 
patient consultations to police 
and prison healthcare. 


Our priority in 2003 will be to grow our core businesses whilst at the 
same time continuing to invest for the future. 



The homecare market now accounts for £80.6m 
of turnover in the Healthcare Personnel Division 
with 12.7m hours of care delivered in 2002. 
Homecare is a major area of focus for the Group. 




Healthcare Personnel Division 

The Healthcare Personnel Division comprises the British Nursing 
Association, the Grosvenor Group and other businesses focused 
on pfovidmg flexible staffing solutions and managed services to 
both the healthcare and social care markets. 




Operating Review continued 

Healthcare Personnel Division 


The Healthcare Personnel Division showed: 
good progress to smproving operating 
profits sod margins despite flat turnover. 

A number erf smaS acquisrtsons were 
matte m the latter part of the year, 
expected to contribute approximately 
£2m to profits m 2003. 

A considerable change programme was 
embarked upon in the year aimed at 
transforming the efivisicn over the next 
18 months. 

First, the many names and brands in the 
Division have been rationalised and re¬ 
focused to give greater clarity of purpose 
and to difference between the choices 
they offer to their customers in the 
marketplace. 

Second, a complete re-engineering erf our 
business processes, focused on reducing 
transaction costs is well under way. Back 
office functions are being removed from 
the branches and centrafeed to support all 
of the brands. This is designed to retom 
significant cost efficiencies and. in freeing 
the branches from their administrative 
burden, vwfi afeo improve sates efficiency 
and provide a much greater customer- 
focused culture. However, the fui benefit 
of these changes wB not be seen unS 2004. 


The markets we serve have also 
continued to change at a pace, 
in healthcare, WHS Professionals is 
continuing its geographic spread and is 
now actively supporting at teas! 50 NHS 
Trusts. Additionally, the rdl-out of the 
natrons} framework agreements, being 
efriven by the NHS Purchasing and 
Supplies Team, is progressing to plan. 
Whilst NHS Professionals has ted to a 
loss of some contracted volume and 
associated turnover, the relative increase 
in our "spot" business has compensated 
for this in gross profit. Also, despite these 
circumstances BNA has renewed or roBed 
over in excess of £27m worth of NHS 
contract business. Grosvenor Group has 
also maintained its current level of 
contract work. 

A8 the Division's businesses have 
been successful in gaining selection 
as approved suppliers in the national 
framework agreements that have been 
fmafced to date. Of particular note. Mode 
Group has been successful in winning its 
place on the National Framework for 
hospital locum doctors following a three- 
year absence from the approved list. 

The Homecare market is also developing 
rapidly. The National Care Standards 


A considerable change 
programme will transform the 
Division over the coming 18 
months. Clearer branding will 
give greater clarity of purpose, 
and centralised administration 
will make branches more sales 
and customer focused. 


finady become effective in AprS 2003. 
bringing with them a raft of new 
standards, regulations and associated 
admewtiatien for the industry The trend 
towards LocaJ Authority outsourcing, 
whether through “spot" work, block 
contracts or to# outsourcing has continued 
and it is 6kdy that the extra impetus 
behind "Fairer Chargtog" and "Dnrect 
Payments" thss year further increase 
opportunities for the private sector. 

Homecare turnover now accounts for 
£80.6m (2001: £71.6m) of business in 
the Healthcare Personnel Division and is 
a major area of focus going forward, to 
BNA. having now fu8y integrated the 
Gddsborough and Primrose acquisitions 
from 2001, management is focused 
on organic growth from the existing 
nationwide network of branches 
A good start has been made rath the 
commencement of the Harrow contract 
at the beginning of February- the is 
worth £4m turnover to a fu2 year. 

CAa "boh-on' acquisition plans are also 
weS under way and the Medico brand, 
part of the Grosvenor Group, has already 
been expanded from its original 
geographic base in the West Country 
to develop its national presence. 




Withto the Division each of toe operating; 
businesses ma& good progress ira tfie year 

At Botch Nursing Association: - the 
largest company in the Group' and the 
UK's leading general nursing and care 
agency - turnover was slightly down at 
f206 0m (2001: £210.8m> mainly due 
to the impact of NHS Profesaonafeon its. 
top line and the transfer of some smalt 
homecare businesses to the Grosvenor 
Group. However, operating margins and 
profit grew sgnifkantiy through improved 
gross margins and cost efficiencies. 

Grosvenor Group had another successful 
year. Turnover was broadly fist at £81.6m 
(2001: f 79.3mX despite the toss of 
£11,4m of zero margin secondary agency 
turnover associated with large contracts 
with some London NHS Trusts, which 
were transferred to NHS Professionals. 

Each of tire key brands, Grosvenor - 
mental health. Mayfair - specials! 
nurses and Medico - general nursing 
and homecare. have been successfully 
expanded from their restricted southern 
base to offer a national service. 

Medic Group - speci^ising in hospital 
locum doctors and allied health 


professionals - had s ’very successful 
year. Albeit from a small base, turnover 
increased by 81 9% to £15.1m (2001: 

£8.3m). with significantly enhanced 
margins. Winning its place on the 
National Framework Agreement for 
NHS hospital locum doctors should 
facilitate its continued growth. In the 
last quarter of 2002 Merfec was further 
strengthened by the acquisition of 
Cor nefie - a business that is focused 
on GPs and providing doctors for the 
Prison Service, complementing its 
existing business portfolio. 

Finally. Carewatch - the franchise 
homecare provider - had another 
impressive result, increasing turnover 
by 22.6% to £6.5m (2001; £S.3m) and 
increasing the volume of hours deSve/ed 
through its network by over 40% from 
92,000 to 130,000 hours per week. We 
shaft continue to grow our network of 
franchisees and support them to building 
their businesses, and deliver tog homecare 
throughout the UK. 

Continued focus on credit control saw a 
reduction of 15% to outstsndtog debtor 
days across the Division. 


£22.9m 


Operating profit: 

Healthcare Personnel Division 




Our two high-tech clinical response centres 
are already providing excellent response 
times 24 hours a day, 7 days a week. 



Healthcare Services Division 

The Healthcare Services Division comprises Prirnecare Primary Cate, 
Primecare Forensic Medici, Nestor Disability Analysts and other 
businesses that defiver a range of managed healthcare services tto 
the NHS, Government bodies. Local Authorities, private companies 
and fOdivtduaJs- 




Operating Review continued 

Healthcare Services Division 


The Healthcare Services Division comprises 
Ptkneeare Primary Care, the UK's largest 
provider of out-of-hcurs services 
to GPs; Primecare Managed Health, 
providing specialist healthcare in the 
home. Primecare Forensic Medical, 
deferring primary care in secure 
environments and Nestor Disability 
Analyse, screening services for the Benefits 
Agency Until November, it also included 
the MAP contract the coal miners' medical 
assessment programme for the DTt. 

A8 the businesses in the division provide 
prsmary care delivered by doctors, nurses 
and affied health professionals, ft can use 
its partnerships with Primary Care Trusts 
and its capability to co-ordinate and deliver 
focal cSnical services in all its businesses. 

In November 2002. the Group launched 
a new brand. Primecare, positioning the 
Groups healthcare services as a partner 
to the NHS in primary care services. 

Primecare Primary Care - the largest 
provider of out-of-hours services to GPs 
in the UK - achieved organic turnover 
growth on a tjfce-for-Sfce basis of 12.2% to 
£64.6ro (2001: £57.6m) with the increase 
largely deriving from price increases to 
meet increased doctors' pay. 

As hre^iftghted in the Interim Statement, 
we made the decision in the first haft of 
the year to restructure the business by 
closing Heafthcaft's former head office 
bmtcBng and consolidating its call-handling 
function from 29 locations down to two 
national clinical response centres, f am 
pleased to report that both new centres 
were opened on time and on budget in 
November and the process of rolling-in the 
remaining 27 control rooms has already 


berpmi At the same- time, we have Invested- 
heavily in order to meet and exceed new 
ground-breaking performance standards 
required by the Government totewing the 
Carson Report This iovofves an overall 
capital investment of £9 Gm. together 
with an exceptional charge of O.lm. 

Throughout the year, we nmpfemented our 
(fedsfon to improve the quality of the service 
cfefivered, by employing more doctors, 
at higher rates erf pay This, together with 
the double running costs of providing the 
service whilst the roli-tn programme is 
completed, has resulted in a temporary 
reduction in operating margin to 3.5%. 
However, once the project is completed by 
the end of 2003, we expect to see margins 
and profits materially increase as the 
benefits of enhanced customer service and 
cost efficiencies flew through into higher 
market share and increased revenues. 

Our priority is to focus on national chrucaf 
response centres whilst strengthening 
focal service. 

Our clinical response centres, tocated in 
Birmingham aid Sheffield, stated taking 
their first patent calls in November 2092 
and are afceady providing excellent response 
times and productivity to some 16% of 
Primecare Primary Care's customers. During 
2003 the remainder of our control rooms 
wilt be migrated to the clinical response 
centres allowing the local branches to 
focus on face-to-face patient contact 
and focal partnerships. 

By the end of 2003 the centres wifi be 
answering cafe from across the UK within 
a maximum time of 30 seconds. Each person 
cafSngi will create an electronic record that 
can be used to provide excellent care in this 


The Division is an established 
and heading healthcare provider 
with significant growth 
potential, as the public sector 
increasingly looks to partner 
private suppliers to deliver the 
modernisation agenda. 


and subsequent ccetcads and uxivnuniute 
with their GP and other hedSh services 
to addition the centres co oninate 

#ae appropriate cfcneral response, whether 
a dfrwnen advrang on She best course of 
action over the telephone, or a face-to-face 
consultation which can tote place at one of 
PnmecareS 130 focal primary care centres 
oe at home. Satd&e technology wilt be 
empfoyed to manage our fleet of vefcdes to 
ensure urgent home vacs are made within 
60 mtoutes and patients advised when the 
doctor wig be with them. The cfaracaf 
response centres wB be resourced by fufty 
trained staff and a network of nurses and 
doctors operating in the centres, from focal 
branches and from home. The centres wS 
work dasefy with NHS Direct in handling 
pstssnt cafe for out-of-hours primary care. 

Primecare Primary Care's out of hours 
teams work together with the dtrucal 
response centres to provide an excellent 
platform fix the expansion of the Group's 
services to Primary Care Trusts that are 
anticipated to hold 75% of the NHS 
budget by 2004. 

For Primecare Forensic Medic a! - the 
teadtog UK provider of healthcare and 
forensic services to secure establishments 
and police authorities - 2002 was the first 
toil year of integration of our business 
proirafing healthcare services in secure 
estabfchments with the buaness previously 
operated by Heaftheal, provxfrsg forensic 
services to police authorities. 

Ptenecare Forensic Medical grew its 
turnover by 74.4% to £13.6m (2001: 

£7 8m), and now provides a wide range 
of healthcare services to 19 prisons and 
secure units and to thiee poire authorities. 




Nestor Disability Anatysis (M>A) is the 
provider of temporary personnel to 
Schiumbef gerSema Group's contract to 
operate the Benefits Agency Medical Services 
far the Department of Work and Persons. 

NBAs turnover in 2002 was up 3.6% to 
£34.2m (2001: £33.0m), reflecting both 
the increased number ctf assessments 
required by the Department and KDaeased 
doctor pay from the fee per case 
approach adopted in the year. Foifowkig 
a two-year extension to the contract it 
now runs ontif 2005. The process of 
re-tendering is expected to start in Fate 
2003 or early 2004. 

The Met£caf Assessment Process (MAP) 
is the largest industrial compensation 
scheme kv the world undertaken under 
contract to the DTI. 

in 2002, the operational performance on 
the MAP contract was outstanc&jg, with 
55,000 claimants screened irv the year 
bringing the total screened since the start 
of the contract with HeafthcaiF/Nestor in 
November 1999 to 110.000. In addition 
quality was significantly improved, with 
the business managing the process and 
the clink tans involved to remove all 
delays and achieve the lowest ever level 
of returned assessments. ISO 9001/2000 
was achieved m May 2002. 

The MAP contract defivered cash flow 
and operating profits well above our 
expectations, with turnover of £47.9m 
(2001: £17.6m> and an operating profit 
contribution of £11.8m (2001: £4.0m} 
despite the contract finishing at the 
end of October. 


Consequently it was a dsspporitment 
to be unsuccessful in the re-tendering 
process and the contract was toaeferred 
in November 2002. 

Primecare Managed Healthcare and 
Primecare e-heafth provide complex 
healthcare-at-home services 

With the success in cresting the Primecare 
brand and the cSntcaf response centres 
Primecare Managed Healthcare and 
Primecare e-heafth have been brought 
together to enhance the Groups capability 
to develop innovative approaches to rare 
provision and use technology to improve 
the patient experience. ctsaSty and 
efficiency of its services. 

Primecare Managed Heafchcare and 
Primecare e-heaHh together achieved a 
19% rise in turnover over 2001 to £3.2m 

Th«s is a skxver rate of growth than previously 
experienced, partioiarty in the e-heafth part 
of the business, and consequently action has 
been taken to charge the business model 
aid reduce costs considerably 

Both businesses continue to focus on 
helping the NHS to prevent patients 
being unnecessarily admitted to 
hospital and to be safely discharged to 
independent living. New services continue 
to be introduced such as intensive and 
specialist nursing support to nursing 
and residential hemes to increase their 
capacity to care for people, thus 
preventing hospital admissions 

The packages of care provided by these 
businesses are an exceSent example of the 
new services that the Government, NHS aid 
local authorities are increasngty recognising 


as essential to ensure GP and hospital 
services work effkissstty: They also enable 
healthcare peofessoneSs to safety and more 
rffecteety menage a larger caseload, a 
farter that is (otreesangty onportant as the 
shortage of srjrtabty-qua&hed cSreoans 
becomes ever mere acute. 

HeafthcaS Optical is the leacSng provider 
or donuciury eyecare in the UK. 
ft promies eyesight tests and spectacles 
dispensing, pernanty to people living m 
residential and mining homes, ft holds a 
number of preferred provider contracts 
with large nursing home groups, ensuring 
that their residents receive high quality 
optical screening and eye-rare. Its pro¬ 
forma turnover in 2002 grew by 5% 
to £5.3m. 


Justin Jewrtt, Chief Executive 
3rd March 2003 


£14.4m 


Operating profit: 
Healthcare Services Division 




Financial Review 


Group performance 

Turnover 

Turnover for the Group increased by 
20.4% to £482.7m (2001: £401.Omi. 
Identifiable turnover of the businesses 
acquired during the year since acquisition 
amounted to £2-2m. The MAP contract 
which came to an end on 31st October 
2002. contributed £47.9m of turnover to 
the Healthcare Services Division. Excluding 
this contract Group turnover in 2002 
was therefore £434.8m. 

In the Healthcare Personnel Dweior-, 
turnover was fiat at £309.7m (2001: 
£308.8mX This was the result of growth cf 
12.6% in homecare turnover to £80.6m 
(2001: £71,6m) offset by a faff of 2.0% in 
NHS turnover to f 176.4m (2001: £ 180.0m) 
and a faff in other turnover of 7.9% to 
£52.?m (2001: £57.2m). On a Bfce-fcr-fifce 
basis, turnover was down approximate^ 5%. 

In the Healthcare Services Division, 
turnover increased by 87.8% to £173.0m 
(2001: £92.1m> reflecting underlying 
growth of approximately 10% together 
with the effects of the acquisition of 
Healthcafi in September 2001. AH 
businesses in this Division grew turnover 
on a Bke-for-fike basis. Excluding the MAP 
contract, turnover in 2002 was £125.1m. 

Operating profit and margins 
The Groups operating profit, before 
goodwill amortisation and exceptional 
items, was up 46.3% to £37.3m (2001: 
£25.5m). Excluding MAP and the Group's 
e-Health business (formerly Heafthwatch, 
now roiled into other businesses), 
operating profit in 2002 was £27.3m 
(2001: £23.1m) up 182%. 


The Group's operating profit margin 
before goodwill amortisation and 
exceptional items increased to 7.7% 
(2001: 6.4%), 6.3% excluding MAP 
and e-Health. 

Operating profit (before goodwill 
amortisation and exceptional items) from 
the Healthcare Personnel Division was up 
14.5% to £22.9m (2001: £20.0m). This 
included a full-year contribution from 
businesses acquired in 2001 and the part- 
year benefit of acquisitions made in 
2002. On a fike-far-like basis operating 
profit growth was approximately 5%. 

The operating margin of the Healthcare 
Personnel Division increased to 7.4% 
(2001: 6.5%) reflecting improved gross 
margins resulting from increased "spot 
business" and back-office efficiencies. 

Operating profit (before goodwill 
amortisation and exceptional items) from 
the Healthcare Services Division was up 
to £14.4m (2001: £S.5m). The net loss 
in the Group's e-health businesses 
amounted to £1.8m (2001: £1.6m). 
Nonetheless, the operating profit 
achieved in the Division increased 
significantly, mainly because of tire 
contribution from MAP Excluding the 
MAP contract, and the loss from 
e-Health, both non-recurring items, 
operating profit in the Division was 
£4.4m (2001: £3.1m). 

In the Healthcare Services Division, the 
operating margin increased to 8.3% 
(ZOGt: 6.0%). This increase was as a 
result of the high margin MAP contract 
but was partly offset by the reduced 


margin in the Pttmecare Ptmary Care out 
of-hocars business which was appruKcrv&efy 
3.5%. Enduring MAP and e-Meaftfc. the 
2002 operating margin on the Healthcare 
Services Dwsmn was 35% (2001: 4.2%). 

Goodwill 

Goocfcviff on the bstence sheet at the 
year end amounted to £1392m (2001: 
£l52.5m). This reduction comprised 
goodwiS amortisation off £7.7m and an 
exceptional write-dcwm off £15.0m in the 
goodwS artntxitaWe to HeaShaa fatoratog 
the toss of the MAP contract offset by 
goodwS on acquisitions made during the 
year of £8.4m and acfistments in respect 
of poor year acquisitions of O.Orai 

Exceptional items 
During the first half of the year, tire 
decision was taken to restructure the 
Primary Care out-of-hours bjssness by 
dosing its head office aid consc&daferg 
its caB-handfing function from 29 
locations drmm to two national tfexcaS 
response centres. The plans for this 
restructuring were announced to tone 
2002. Costs tocurred to the year ai respect 
of this project amounted to £3.1m_ These 
costs primarily comprise redundancy and 
other related costs. Given the size and 
one-off nature of these costs, they have 
been shown on the face of the profit and 
loss account as part of exceptional items. 

A tax credit of 10.8m has been recorded 
in respect of these exceptiomai costs. 

An exceptional gain of £0 8m arose on 
the safe of the Group's 51% interest to 
Hertford Medical International Ltoneied 
in August 2002. There is no tax charge 
associated with this exceptional gam. 


20.4% 

Turnover for the Group 
increased by 20.4% to 
£482.7m (2001: £401 m). 




Pre-tax profit 

Profit before tax, exceptional items and 
goodwill amortisation.’ amounted to 
£33. fm (2001: £23.9m). up3S.S%. 

The increase was less than the increase 
in operating profit of 463% because 
of the higher interest charge of £4.2m 
(2001: £1_5m) reflecting the higher net 
borrowings in the year. 

Taxation 

The tax charge for the year was £6.2m 
(2001: £6.0m). The average tax rate on 
profit before goodwill amortisation and 
exceptional items was 21 % (2001: 29%) 
The lower average tax rate arose 
primarily for two reasons. Firstly. a 
significant tax credit amounting to 
£0.9m arose as a result of a successful 
reclaim of tax by the Group relating to 
under-let properties. Secondly, the Group 
reorganised its legal structure during the 
year in order to achieve efficiencies in 
administration, accounting, audit and 
taxation compliance work- The 
reorganisation was undertaken in a 
tax efficient way such that, after taking 
into account other items affecting the 
effective tax rate, the tax charge for 
the year was reduced by approximately 
£2.0m. Excluding these items the 
normalised rate is 30%. 

Earnings per share 
The bask adjusted earnings per share, 
before exceptional items and goodwill 
amortisation, were 29 8p (2001: 20.5p) 
an increase of 45.4%. This reflects the 
increase in pre-tax profit, the tower average 
tax rate and the higher average number 
of shares in issue. The F8S 3 earnings per 
share (which is after taking account of 


goodwill amortisation and exceptional 
items) were 2.18p <2001:11.55p). 

Cash flow and borrowings 

Closing net borrowings lor the Group 
amounted to £59 8m (2001: £75.4m) 
a reduction of £l5.6m. Cash flow from 
operations amounted to £54.1m, an 
increase of £29.5m on the previous year. 
This induded an knprovement in working 
capital movements of £ 15.3m. This was 
due largely to an excellent reduction in 
debtors, particularly in the Healthcare 
Personnel Division. 

Excluding the net effect of acquisitions 
and sale of businesses and the net cash 
flow from financing, there was a £27.4m 
net cash inflow (2001: £4.8m). 

Net capital expenditure was £6.7m 
(2001: f4.5m) and consists manly of the 
investment in the two new Primary Care 
cfinkal response centres of £3.8m, the 
purchase of motor vehicles for staff and 
the investment in systems hardware and 
software to support the business, offset 
by the proceeds from the sale of fixed 
assets of £1.2m. 

Dividends, interest and corporation tax 
amounted to a net payment of £ 17.6m 
(2001: £13.1m). 

The issue of shafes raised a net £0.8m 
(2001: £ 38.3 m). 

Equity shareholders' funds 
Equity shareholders' funds reduced from 
£93.3m in 2001 to £87.5m, a reduction 
of £5.8m reflecting a retained loss of 
£6.5m (the loss arising due to the 


exception write-off of goodwaS of 
f 15.Gw$ and Sre proceeds fcwn the 
ssue of new sftaues of £0.&m 

Acquisitions 

Eleven new buareses were aeqaised 
during die yea for an aggregate 
purchase consaferatiom of £S.5m plus 
costs o? £0.4nt 

The aggregate cash cutalow an respect of 
purchases to the year was 113 2m This 
included £4 6m paid to settlement of the 
deferred CGnsxSeration and costs for prior 
year aapisfoos. 

Goodwill aris#*g on She years acquisitions 
amounted to £84m In addticn. 
adjustments to the consideration 
and the fair values attributed to the 
businesses acquired in 2001 resulted 
to a net increase to gcodwS of £ 10m. 

In line vfith FRS10, the Group s poficy 
has been to capita&se gsocwfg on 
acquisrticRs made since 1998 and to 
amortise ewer their useful foes. aS of 
which have beer estimated at 20 years. 

Pensions 

In accordance rath FRS 17, Retirements 
Benefits, the Group s required to 
compare the market value of the 
assets of its two deferred benefit pension 
funds at the year end vnlh the actuarial 
febifities of those funds. At 31st 
December 2002, the pension funds' 
assets amounted to a total of £14.7m 
(2001: £ 16 .5m) compared vwrth total 
feabktks of £27.5m (2001: £22 2m). a 
net aggregate deficit of £12.8m <2001: 
£5.7m) of whkh £4.7m (2G01: £1 5m) 
relating to the formal valuation of the 
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HeafthcaB Scheme at the date of 
acquisition lias been recognised as 
a Sabifity and treated as a fair value 
adjustment in the hindsight period, 
fn accordance with the transitional 
arrangements of FRS17, the remaining 
deficit of £8.1m has not been recognised 
on the balance sheet. The £4.7rrt fabifity 
is being met by future annual payments 
of £Q.5m and the remaining £8.1m 
deficit wki be met from future 
contributions to be determined at 
the next actuarial valuations. 

Treasury management and 
financial instruments 
Financial instruments include alf assets 
and Babilities of a financial nature such as 
cash, loans, finance leases, overdrafts and 
long-term babilities. 

Alf such instruments play an important 
part in the operations of the Group 
to enable it to operate smoothly and 
efficiently and to pay its obligations as 
they fafl due. They also enable the 
company to fulfil its investment strategy 
including making appropriate acquisitions. 

The Group's objective is to use financial 
instruments to minimise the cost of 
capital at an acceptably low financial risk 


Financial and operational 
controls have continued to 
be strengthened across the 
Group. The procedures to 
monitor and manage key risks 
have been used throughout 
the year and enhanced further. 


arid to maximse ftexibifey to take 
advantage cf investment ar-d acquisition 
opportunities as they arise. 

The Group is primarily a IK healthcare 
business and does not have significant 
exposure to foreign exchange risks. 
Nevertheless the Group's strategy is to 
hedge its foreign exchange exposure 
where it arises with foreign currency 
bans or forward exchange contracts 
as appropriate. 

The main risks arising from the Group’s 
financial instruments are interest rate and 
Squkfity risks. The Board considers each 
of these risks on a regular basis and the 
Group's stance towards each of these 
risks has remained unchanged. 

The Group currently has in place £95m 
of committed borrowing fadfities at a 
margin of 0.75% above UBOR and due 
for repayment in 7006 fo addition, 
uncommitted overdraft faofcties of 
£ 15.0m were renewed during the year. 

At the end of the year, the Group had 
borrowings less cash of £59.8m (2001: 
£75.4m) and undrawn committed 
borrowing faofities of £29.3m. ft is. 
and has been throughout the year, 
the Group's policy that no trading in 


financial instruments w«8 be undertaken. 
The Group entered into a hedging 
arrangement in November wfikh has the 
effect of fixing £35m of its borrowing 
within an acceptable range of interest 
rates for four years. 

Controls 

Financial and operational contrcfe bare 
continued to be strengthened across 
the Group. The procedures to momor 
and manage key rids have been used 
throughout the year and enhanced 
further. The Group's internal audit 
function, which is outsourced to Detatte 
& Touche, continues to play a key rote fo 
this process. 


David Lyon, Group Finance Director 
3rd March 2003 


£54.1 m 

Cash flow from operations 
amounted to £54.1m, an 
Increase of £29.5m on the 
previous year. 




Clinical Governance 


Clinical Governance is the process 

v^ete a tealtheaie provider can 
^Tand demonstrate that 1* senses 
it provides are safe and meet «wn*» 

accepted standards bttensonng ttet 

the clinicians it employs and wtn 

JLt. it worts are suitably w***i*« 
supervised and perform to an appropna 
standard, theconceptolcif»«i 
governance was mtrortreed N « S 

practice over the fast five y»ts or sotar 
ecuaily to art, otganMtdr. whrit 
provides cSnicat sennees. 
ttestor has been very active m the 

test year d developing and de6v««ig 

systems ol clinical governance ** 
tZ, these objectives, thereby pro««9 
shareholder value. CMal 9°*'™"“ 

B important not only as part of the 

provision of out own services 
derail governance structure, but because 
opr customers wifi expect us to have 
appropriate systems, and to demonstrate 

that we are malting use o» them- 

The Group's csnical governance straw: 
B shown (jiagtammaticady * n ^“ e . 

On the left of the chart are the mtermJ 

structures. In each operateg busmen 
a committee of clinicians and managers 


fthe -cfeiicat Management taunt- 

Ct^y meets regularly to consderdre 

dMrzl Bales which face the 
to ensure that it stays abreast ol chants 


E ^CMfpr«lt<es3c1sn^J^>« 
which is updated quarter*. 'f 1 '** 
confirms to each Managing ,hat 

cfctol rolls have teen iderttfcd 
controlled. Each of these CMB iW» 
to the Group's Clinical i&k Management 
Group, whose function s to take a 
Groupwide view of dwcal issues to 
ensure sues and risks are tdertfed 
and that best pram* 6 shared. 


fo tte righthand side of figuretb <»» 

external addsory group, the'«•=>> 
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Nestor has been actively 
developing systems to meet 
Government obiectives on 

dinkral governance, whereby 

t^ivtces are delivered safety 

by suitably qualified people 
to an appropnate standard. 




Clinical Review conirajed 


An mportant element of the Groups 
thnacal governance activities is to ensure 
that complaints are properly recorded. 


managed and learned from. Figure 2 
demonstrates the three areas relevant 
to haraffing complaints: dealing with 
indmdual episode of dissatisfaction, 
learning from mistakes and demonstrating 
to our peers and customers that our 
systems are robust and effective. The 
tatter is particularly important as new 
regulatory bodies such as the National 
Patients Safety Agency and the National 
Cfarvcat Assessment Authority wiff require 
us to consider patient safety and cfoitcal 
performance and irafividuaf customers 
wi8 expect us to comply. 

Across the Group, afl eomptemts are 
logged and categorised. AHi serious 
ccmpkanis are reviewed promptly by the 
Group Medical Director, and subsequently 


by the Cfimcaf Risk Management Group. 
Group-wide procedures for coSectmg 
information in refetion to serious 
complaints, based upon the Department 
of Health document 'An GrganisaScn 
with a Memory" (BoR 2000) ensure that 
proper assessment of these incidents 
takes place and weaknesses « structures 
and services are identified and ehenged. 

We have defined a Group standard for 
complaints which categorises them 
according to the severity of cfescal risk. 
We have also developed a series of key 
performance indicators against which 
the performance of the businesses in 
managing clinical governance of their 
business is measured. These tndecators are 
reported monthly to the Group Medical 
Director and hence to the Kfem Board. 

An organisation such as Nestor 
Healthcare Group with its many rotEons 
of patient contacts and tens of thousands 
of hours of care provided daffy which is 
“stretching the envelope" of provkfing 
clinical services, must expect its share of 
issues, problems and complaints. We are 
promoting a blame-free aiture where 
issues are reported and addressed in 
an open and constructive way. This 
is no short task, but rather part of cor 


Nestor promotes a blame- 
free culture where Issues are 
reported and addressed in an 
open and constructive way. This 
is part of our firm commitment 
to quality services and quality 
assurance within them. 


fkm ccKTOnBEfinetil to njua&ty serwices 
and qua&ty assurance wrtfwj them. We 
work « a time wfaEm greater regulation, 
statutory supervision amd defined 
professraruf lespoirrrsffliafeies are expected 
to provide greater patient safety and are 
expected from is. Ntesltar Beats have Group 
is vveSI placed to see to these draienges. 

Dr WHKam Holmes 

Group Me&caJ Director 
3rd March 2003 





Empfoyees and Social Responsibility 
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Employees and Social Responsibility continued 


Groups health and safety strategy 
across the businesses for which they are 
responsible The membership of each 
includes representatives from the Group's 
health and safety committee, along with 
managers and HR professionals from the 
various businesses 

fin addition to the above, an ongoing 
training programme supports the 
effective implementation of this process 
which is based on a comprehensive series 
of risk assessments and reporting 
arrangements. 

Charity of the Year 
As part of its commitment to UK health 
and social care, the Group asks many of 
its branches every year to vote for the 
organisation or charity they would Sfce 
to support as Charity of the Year. 

Throughout 2002, the Group supported 
fundraising activities on behalf of the 
Christian Lewis Trust. This is a UK 
charity supporting children with 
cancer and their families. 

The Group is always looking for new 
ways in which to tnvohe its employees in 
the communities in which they are based 
A number of successful programmes 
were run throughout 2002, ranging 
from dress-down days to sponsored 


runs. It also initiated a number of projects 
tritesided to benefit the environment as 
weft as raise funds for charitable causes, 
such as recycling used toner cartridges. 
Throughout the UK, the Groups branches 
regularly support charities pertinent to 
their own locality or business sector, as 
wet? as the Charity of the Year. 

Environmental policy 
As a service-based organisation, with no 
manufacturing and limited transportation 
fadfities, the Group's exposure to 
environmental risk is limited, as is its ability 
to control the environmental impact of 
its activities. 

However, the Group and its businesses 
are committed to following the best 
environmental practices in the day-to-day 
conduct of their business and the 
management of their resources and 
fadEties- During the year, the Group 
continued to refine the formal 
environmental poficy adopted by the 
Board in 2000 and completed its roll-out 
to all newly-acquired Group businesses. 
The pcScy document, which is directed 
at minimising the potential impact of the 
Group's operations on the environment, 
provides that the Groups Board retains 
ultimate responsibility for setting and 
monitoring its pokey on environmental 
natters. 


The polky ptsowdes foe the promotEio 
of an undereCandwig of ecwscnnientat 
conskferatico across the Group arid aS 
managers see dxected to encourage staff 
to follow the good practice outlined in 
the polity at a3 times. 

The aims of the Gscup’s enwronmental 
policy are: 

• to take aS practical steps to ensure 
the Groups business activities have 
the minimum negative impact on 
the environment 

• to achieve the most economic 
and careful use of sources of fuel 
and energy 

• to mmtmsse the production of waste 

• to make the maximum practical use 
of recycling. 

The pofey also provides that the Board is 
ultimately responsible for ensuring that 
the obligations imposed by aS current and 
future environmental legislation are met. 

Responsibility for the c&crefinatkxi of 
the poficy throughout the Group rests 
with the Board, with the Chief Executive 
haring specific respons&Sty. The poficy 
is administered by the Groups Director 
of Human Resources. 


The Group and its businesses 
are committed to following 
the best environmental 
practices in the day-to-day 
conduct of their businesses 
and management of their 
resources and facilities 




Specialist advisors are appointed by the 
Director of Human Resources as required 
to ensure that best practice ss followed, 
that the Group is aware of potential 
opportunities to improve performance 
and that aif legislative and statutory 
requirements are met 

The directors of the Group's operating 
companies are responsible fear ensuring 
compliance with the poficy. Where 
appropriate, departmental representatives 
or co-orefinators have been appointed to 
act as advisors and a focal point for the 
dissemination of information and the 
promotion of initiatives to improve the 
immediate environment, reducing waste 
and ensuring that the objectives of the 
policy are met. Where practicable, paper 
and other comestibles are recycled and aS 
employees are encouraged to operate 
the business in as environmerrtafiy- 
friendly a manner as possible. 

Ethical Matters 

The Board has adopted a formal Code 
of Business Conduct, covering all 
the businesses in the Group, whkh 
consolidated aB of the various codes 
previously applicable to them. The Code 
provides comprehensive guidelines to 
alt employees and "members'* as to the 
standard of business ethics expected 
from them as representatives of the 


Group, ft also recognises the importance 
to the Group of operating to the highest 
possible ethical standards, bearing in 
mind the nature of the sendees offered 
by Group companies and the needs of 
their efients. 

At the Group's Business Resource 
Centre in Hatfield, most gifts received 
by members of staff from suppliers and 
potential suppliers are auctioned amongst 
aB staff (where practicable) and the 
proceeds of such auctions ate donated 
to the Group's Charity of the Year. 

AS seraor managers are required to 
deefere. on an annual basis, any 
hospitality received during the year m their 
capacity as employees of the Group and 
to disclose any interests they may have 
a> connected or competing organisations. 
These declarations are monitored by the 
Group Company Secretary and reported 
to the Board at the end of each year. 

AS Board members are required, once 
a year, to submit their annual expense 
dams to the scrutiny of the entire Board. 

Emma Thomas. 

Group Company Secretary 
3rd March 2003 


A formal Code of Business 
Conduct provides 
comprehensive guidelines to 
all employees and members 
as to the extremely high ethical 
standards expected of them 
as representatives of Nestor. 




Board of Directors 


Antony Beevor 

Moo-executive Chairman 

(62), was appointed nonexecutive 
Chairman in January 2002, having served 
as a non-executive director since October 
2000. Previous 1 * he was head of Corporate 
finance at Ham bras and, from 1988-90, 
Director General at the Panel of Takeovers 
and Mergers He is also Chairman of 
Croda Ifltemabonaf Pfc, a Deputy 
Chairman of the Takeover Panel and a 
non-executive director of Helical Bar pfc. 

He is a member of the Board's Audit and 
Remuneration Committees. 

Justin Jewrtt 

Chief Executive 

(48), was appointed to the Board in July 
1996 and as Chief Executive in January 
1998. He joined the Group in May 1994 
as Managing Director of 8MA. its largest 
subsidiary. Previously, he was Managing 
Director of two BET businesses, prior 
to which he worked for Mobil Oil and 
Thorn-EML He is an External Professor of 
the University erf Glamorgan and Chairman 
of its Health industry Advisory Group. 


David Lyon 

Group France Director 

(41). was appointed to the Board in 
January 1998 as Group finance Director. 
A chartered accountant, he joined the 
Company m 1991 as Group Financial 
Controller, prior to whkh he held 
positions in Ernst S Whsnne* Price 
'/teterhouse and tfthstbread pfc. 

Stephen Booty 

Managing Director. Healthcare 
Personnel Division 

(48), was appointed to the Board in June 
2002, having joined the Group in January 
2002, as Managing Director. Healthcare 
Personnel Divskjn. He has over twenty 
years experience in the fast mowtg 
consumer goods sector, working for 
"bfce chip’ organisations, marketing 
branded goods and driving efficiencies 
through innovative business processes. 
Stephen^ previous rores indude Chief 
Operating Officer. Europe at Chep 
fntema&onaf and sensor sales, 
management and operational roles 
at Kimberly-Clark and Scott Paper 


Stephen Page 

Managing Director, Healthcare 

Services Division 

(40). was appointed to the Board isrt 
March 2001. having joined the Grom 
in November 2000. PrevnusF/. he was 
Managing Director at Priory Healthcare 
Group pfc between 1998 and 2000 
Between 1993 and 1998 he was Chief 
Exeortwe Officer of Oxteas NHS Trust, the 
NHS provider of conaotindy and mental 
health services to the London Boroughs 
of Greenwich, Bexley and Bromley. He has 
an MBA from the London Business School 

Dr William Holmes 

Group Medical Director 

(48). was appointed to the Board as a 
non-executive director in January 2000 
and as the Group’s executive Medical 
Director in October 2001. His executive 
responsib^ties include the developing 
aid monitoring of clinical standards 
and leading a team to prowde cfirscal 
governance across the Group He is a 
FeSow of the Royal Co8ege of Physicians 
of London and a Fellow of the Royal 
College of General Practitioners- to 
addition to his corporate responsrf-rfeies, 
he continues to undertake regiiar 
cfeikal sessions in general practice 
and occupational medicine. 


Antony Efeem Mor-eaecaane Otaraen JustmJewitt Chart &eca&e 





Ingrid Alexander, CBE 
Non-executive Director 

(MX was appotnted to the Board in 
August 2001. An independent 
management consultant, she is currently 
a member of the Kings Fund Grants 
Committee and was the final Chairperson 
of the Central Council for Education and 
Training in Social Work (Residuary Body}. 
She is a former member of the General 
Social Care Council Advisory Group and 
the Strategy Group for the NHS Chief 
Executive's leadership programme and 
has worked widely with a number of 
other organisations in the health and 
social care field. Previously, she was 
Assistant Director for Resources at 
Birmingham City Council. 

She is a member of the Board's Audit 
and Remuneration Committees. 


Tim Harm, CBE 
Non-executive Director 

{55} was appointed to the Board in 
January 2002 Prior to his retirement 
in 2000, he was Assistant Managing 
Director of P&G where he was 
responsible for creating and developing 
its cruise activities, subsequently 
de-merged as P&O Princes aid oversaw 
the merger of its container business to 
fofm the Angfo-Outch P&O NedBdyd. 

He is also Chairman of James Fisher and 
Sons, the marine services provider. 

He is a member of the Board's Audit 
and Remuneration Committees. 

David Howell 
Non-executive Director 

(53), was appointed to the Board in 
August 1999. He is a chartered 
accountant and Chief Financial Officer 
and Executive Director of lastrmnrte.com 
pic. From 1997 to 2001 he was Group 
Finance Director of First Choice Holidays 
PIC and was previously Group Finance 
Director at Central Transport Rental 
Group PLC and Chief Executive Officer 
at GN Ccmtext Ltd, a major subsidiary 
of GN Great Nordic Ltd. 


Robert Nkhoils, CBE 
Non-executive Director 

(63), was appointed to the Board in 
1997 Formerly a senior NHS manager, 
he s now an independent healthcare 
management consultant, lay member 
of the CMC and an associate consultant 
on health management for the British 
Council. Fie sits on the Resolve Advisory 
Board and the Clinical Education Beard 
of Oxford Medical School 

He is the senior non-executive director 
and Chairman of the Remuneration 
Committee. He is also a member of 
the Board* Aurftt Committee. 

Emma Thomas 

Group Company Secretary 

(361 joined the Group as Group Company 
Secretary sn August 1998. A qualified 
solicitor, she is also Secretary to the 
Board’s various Committees and is a 
trustee of two of the Group's pension 
schemes. Previously, she was Group 
Company Secretary of Hazfewood Foods 
pk. Assistant Company Secretary of 
Kingfisher pic and an assistant solicitor 
at Richards Butler. 


He is Chairman of the Board's Audit 
Committee and is a member of its 
Remuneration Committee 






Robert Nkhofts Nonexecutive Ouetlof 






Directors' Report 


The directors are pleased to present their report and the audited financial statements for the year ended 31st December 2002. 

Principal activities, results and future developments 

Nestor Healthcare Group pic is the holding company of a group of companies in the healthcare sector. Its principal activities are 
organised into two divisions. Healthcare Personnel and Healthcare Services, and comprise: 

• the provision of nurses and carers, locum doctors and other medical personnel; 

• the provision of out-of-hours doctors' deputising services through the largest independent network of out-of-hours GP services in 
the UK; 

• the provision of medical staff to the Benefits Agency Medical Services; 

• the provision of homecare personnel through a network of franchise branches across the UK; 

• the provision of healthcare and related services to Police Authorities and secure institutions; and 

• the provision of nurse-led disease management services. 

The Chairman’s Statement, Operating and Financial Reviews on pages 4 to 20 provide a report on the Group's activities, trading results 
and future developments. 

Results and dividends 

The profit attributable to shareholders was £1,908,000 (2001: £9,479,000). An interim dividend of 3.48 pence per ordinary share was 
paid to shareholders on 18th October 2002. The directors now recommend a final dividend of 6.14 pence per ordinary share, to be 
paid to shareholders on 6th June 2003. Following payment of all dividends for the year, totalling 9.62 pence, the deficit of £6,505,000 
will be absorbed by the Group's reserves. 

Directors 

The directors who served during the year were I C Alexander, A R Beevor, R I Burns, T C Harris, W F Holmes, M D R Horgan, D Howell, 

J A S Jewitt, D O Lyon, R M Nicholls, S R Page and S M Booty. 

R1 Burns was appointed to the Board on 1st January 2002 as an executive director and T C Harris was appointed as an additional 
independent non-executive director on the same date. S M Booty was appointed as a director on 19th June 2002. R I Burns resigned 
as a director on 30th October 2002. M D R Horgan resigned as a director on 4th March 2002 but remains a full-time employee of 
the Group. 

In accordance with the Articles of Association, S M Booty will retire at the Annual General Meeting and, being eligible, will offer himself 
for re-election. W F Holmes, D Howell and S R Page will retire by rotation and, being eligible, will offer themselves for re-election. 

It is expected that M Ellis will be appointed as a director of the Company in April 2003. Accordingly, a resolution will be put to the 
forthcoming Annual General Meeting for his re-election. 

S M Booty, W F Holmes and S R Page have service agreements with the Company that are subject to twelve months' notice from the 
company; D Howell holds office by virtue of a letter of appointment, providing for a term of office expiring three years from the date 
of his appointment, extended by three years. Mr Ellis does not yet have a service agreement with the Company but his offer of 
employment provides for twelve months' notice of termination from the Company. 

Directors' interests 

All directors' interests, including details of shareholdings, are set out in the Remuneration Report of the Board on pages 31 to 37. 
Substantial shareholdings 

At the date of this report the Company has been notified of the following material interests of 3% or more and non-material interests 
of 10% or more in its ordinary share capital: 


AXA Investment Managers UK Limited 
Scottish Widows Investment Partnership Limited 
Fidelity International Limited 
Legal & General Investment Management Limited 



4,451,871 5.09% 

4,068,875 4.65% 

3,090,333 3.53% 

2,662,346 3.04% 


Share capital 

Details of the authorised and issued share capital of the Company during the year ended 31st December 2002 are given at Note 23 to 
the financial statements. 




Annual General Meeting - special business 

The Annual General Meeting of the Company will take place at The Millennium Hotel, Grosvenor Square, London W1K 2HP on Tuesday 
3rd June 2003 at 12.30 pm. The notice of the Annual General Meeting may be found in the Notice of Meeting. In addition to the 
routine business of the meeting, the following special business will be transacted: 

• Directors' authority to issue shares (Resolution 10) 

The Companies Act 1985 ("the Act"), prevents directors from allotting unissued securities without the authority of shareholders. 

In certain circumstances this could be unduly restrictive. The proposed resolution will give the directors a general authority to issue 
shares of the Company for cash, within certain constraints, without complying with the statutory pre-emption procedures. The 
total number of relevant shares that the directors will have the authority to allot will be 8,500,000 ordinary shares of lOp each 
(representing 9.7% of the share capital currently in issue). The directors have no present intention to exercise this authority (except 
in relation to the allotment of shares under the Group's share option schemes). The authority in Resolution 10 will expire at the 
conclusion of the next Annual General Meeting or on 2nd September 2004, whichever is the earlier. 

• Restricted disapplication of pre-emption rights (Resolution 11) 

The proposed special resolution will give the directors a limited authority to issue equity shares for cash other than to existing 
shareholders in proportion to their existing shareholdings notwithstanding the pre-emption provisions of Section 89 of the Act. This 
limited authority would allow the directors to make such issues provided they do not exceed in aggregate an amount equal to 5% 
of the issued share capital of the Company. The resolution also contains provisions enabling the directors to take action to overcome 
certain practical difficulties that could arise in the case of a rights issue. The authority in Resolution 11 will expire on the conclusion 
of the next Annual General Meeting or on 2nd September 2004, whichever is the earlier. 

• Purchase by the Company of its own shares (Resolution 12) 

The directors consider that it would be advantageous for the Company to renew for a further year the existing authority granted 
at last year's Annual General Meeting, to allow the use of the Company's available cash resources to acquire its own shares in the 
market for cancellation. This authority is granted pursuant to Section 162 of the Act. 

Accordingly, a special resolution is proposed to authorise the purchase in the market of up to 10% of the issued ordinary shares 
of the Company at a price of not more than 105% of the average of the middle market quotations for the ordinary shares of the 
Company (as derived from the London Stock Exchange Daily Official List) for the five business days prior to the date of purchase. 

The directors do not intend to exercise the Company's power to purchase its own shares other than in circumstances where they 
consider this to be in the shareholders' interests and where this would result in an increase in earnings per share. They have no 
present intention to exercise this authority. 

• Reappointment of PricewaterhouseCoopers LLP as auditors to the Company 

Following the conversion of the Group's auditors, PricewaterhouseCoopers, to a Limited Liability Partnership (LLP) from 1 st January 
2003, PricewaterhouseCoopers resigned on 25th February 2003 and the directors appointed their successors, PricewaterhouseCoopers 
LLP, as auditors. A resolution to reappoint PricewaterhouseCoopers LLP as auditors to the Company will be proposed at the Annual 
General Meeting. 

Charitable and political donations 

No political donations were made during the year. Charitable donations of £1,170 were made in 2002 (2001: £1,850). 

Taxation status 

The Company is not a close company within the meaning of the Income and Corporation Taxes Act 1988. 




Directors' Report continued 


Disabled employees 

It is the Group's policy that disabled persons should be considered for employment, training, career development and promotion on the 
basis of their abilities and aptitudes in common with all employees. 

The Group applies employment policies that are fair and equitable for all employees and which ensure entry into and progression within 
the Group are determined solely by application of job criteria and personal ability and competency. 

Full and fair consideration (having regard to the person's particular aptitudes and abilities) is given to applications for employment and 
the career development of disabled persons. The Group's training and development policies make it dear that the Group will take all 
steps practicable to ensure that employees who become disabled during the time they are employed by the Group are able to continue 
to perform their duties. 

Employee involvement 

The Group attaches considerable importance to ensuring that all its employees are provided with information concerning them as 
employees, particularly the economic and financial factors affecting the Group's performance and the market in which the Group 
operates. Involvement of employees in the Group's performance is also encouraged by the availability of performance-related bonuses 
as well as share option schemes, which are described in more detail elsewhere in this report. 

Internal circulars and newsletters are issued regularly and consultation between management and staff is an ongoing process. 

Employees are consulted on issues directly affecting them wherever practicable. Further details of the Group's policies and practices 
relating to employee involvement may be found on page 23 of this report. 

Creditor payment policy 

It is the Group's policy to have appropriate terms and conditions for transactions with suppliers, ranging from standard terms and 
conditions to those which have been specifically negotiated, and that in the absence of dispute, payment will be made in accordance 
with those terms and conditions and conforming to the CBI Code of Best Practice; copies are available from the CBI at Centrepoint, 

103 New Oxford Street, London. 

The directors' reports of the Group's United Kingdom operating companies give information about their creditor payment policies 
as required by the Companies Act. The Company, as a holding company, does not itself make any relevant payments in this respect. 
Auditors 

A resolution proposing the reappointment of PricewaterhouseCoopers LLP, Chartered Accountants, as auditors to the Company and 
authorising the directors to determine their remuneration will be put to the Annual General Meeting. 

Approved by the£oar£&tiird MareJteQEfcend signed on its behalf by: 

Group^f^wny Secretary 


Directors' Responsibilities 

In respect of the preparation of financial statements: 

The directors are required by company law to prepare financial statements which give a true and fair view of the state of affairs of 
the Company and the Group at the end of the financial year and of the profit and cash flows of the Group for the period to that date. 
The financial statements must be prepared in compliance with the required formats and disclosures of the Companies Act 1985 and 
in accordance with applicable accounting standards. In addition, the directors are required: 

• to adopt suitable accounting policies and apply them consistently; 

• to make judgements and estimates that are reasonable and prudent; 

• to take account of expenses and income relating to the period being reported on, whether or not they have been paid or received 
in that period; and 

• to prepare the financial statements on a going concern basis unless it is inappropriate to presume that the Company will continue 
in business. 

The directors confirm that the financial statements comply with the above requirements. 

The directors are also responsible for the maintenance and integrity of the Nestor Healthcare Group pic web sites on which the financial 
statements are published. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may 
differ from legislation in other jurisdictions. 

The directors are also responsible for maintaining adequate accounting records so as to ensure that the financial statements comply 
with the requirements of the Companies Act, for safeguarding the assets of the Group, and for preventing and detecting fraud and 
other irregularities. 




Remuneration Report 


The Board is pleased to present its remuneration report for the year ended 31st December 2002. 

Remuneration Committee 

During the year, the 8oard delegated its powers to determine the Company’s remuneration policy for senior executives, including 
executive directors, to the Remuneration Committee ("the Committee"), the members of which during the year were Robert Nicholls 
(Chairman), David Howell, Antony Beevor, Ingrid Alexander and Timothy Harris, all of whom are regarded by the Company as 
independent non-executive directors. Further details relating to the Committee may be found on page 39 of this report. 

In determining its policy, the Committee has paid regard to the principles and provisions of good governance contained in the 
Combined Code published by the Committee on Corporate Governance. It has also received advice on executive remuneration from 
New Bridge Street Consultants, which during the year was confirmed by the Committee as its retained advisor. The Committee has also 
received material assistance from Justin Jewitt, the Group's Chief Executive, James Buchanan, the Group's Director of Human Resources 
and Emma Thomas, the Group Company Secretary, all of whom attend meetings of the Committee as required and not in respect of 
matters relating directly to their own remuneration. 

The Company has also instructed New Bridge Street Consultants to advise it on certain ad hoc matters during the year, for example in 
relation to certain pensions matters and the administration of the Company's share schemes, and has separate terms of engagement 
with the firm. 

Remuneration Policy 

The Committee's overall aim is to provide a package of remuneration which is sufficient but no more than is necessary to attract, retain 
and motivate all of the Company's senior management, including executive directors, to reward good performance with remuneration 
that is in line with that payable in broadly comparable businesses and to reward exceptional performance in such a way as to align the 
executives' interests with those of the Group's shareholders. To that end, the Committee structures executive remuneration in three 
component parts. Overall, the executive directors' remuneration packages incorporates a significant element of variable performance- 
related pay, which comprises annual bonus and long-term incentives: 

• Basic salary and benefits 

Basic salary is determined by reference to the responsibilities and performance of the individual during the year, taking into account 
experience and the rates of basic pay for similar roles in comparable companies. In addition to the basic salary and items described 
below, the Company provides a range of benefits to executive directors, the most significant of which are a fully expensed car or 
cash alternative and pension benefits. The Committee's overall aim remains to ensure that the cash remuneration paid to the Group's 
senior managers is broadly in line with the median of that paid by comparable businesses, having particular regard to their size and 
complexity and remains competitive to retain them. Salaries are reviewed annually, normally in November of each year and any 
increases usually take effect from 1st January in the following year. It is the Committee's practice to undertake market reviews of 
directors' and senior managers' salaries, with the assistance of New Bridge Street Consultants, every two years. At present, executive 
directors' basic salaries range from £129,000 to £250,000 for the Chief Executive. 

• Cash bonus 

Each year, the Committee sets stretching bonus targets for each executive, aiming to achieve a balance between short- and medium- 
term objectives. Targets comprise individual performance criteria specific to the executive's role and overall Company performance 
including profit before tax, earnings per share and cash generation. In the scheme in operation during 2002, no bonus was payable 
unless the Group's profitability met certain stringent targets relating to the Company^ profit growth, whether or not the executive 
achieved his individual objectives. With effect from 2003, the Committee has adopted a revised bonus scheme, in respect of which 
bonuses for executive directors will be based on a combination of the achievement of specific profit targets (earnings per share for 
the Group as a whole and profit growth for each division where appropriate) and the achievement of personal targets aligned to 
those areas for which they are specifically responsible. Up to 80% of the total maximum bonus will be payable in respect of financial 
targets and up to 20% of the total maximum bonus is payable if the executive meets all of his personal objectives in full. No bonus 
is payable if the relevant financial targets are not met. 

With effect from 2003, the maximum bonus payable to executive directors will be 80% of salary (excluding that payable to William 
Holmes, which will remain 50% of salary). However, these directors will be required to invest half of any post-tax annual bonus 
received in the Group's Long Term Incentive Plan, which was introduced in May 2002, following its approval by shareholders at the 
Company's Annual General Meeting. Details of this plan are provided later in this report. 

Bonuses are not pensionable. 

• Share options 

The Board believes that share ownership by senior executives encourages superior performance, since the interests of management 
and shareholders are thereby aligned. The Board further believes that the provision of share schemes to the Group's managers 
should be structured in such a way as to encourage them to achieve its long-term aims and that the Group's most senior managers, 
including executive directors, should be given the opportunity to aim for exceptional performance with potentially significant rewards. 
Accordingly, it is the Committee's policy to grant share options to executive directors, as well as to other employees, provided adequate 
performance has been demonstrated. Options are not exercisable unless the Company has met challenging performance targets as 
determined by the Committee, details of which are outlined below. 
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Employee share option schemes 

The Company operates a number of employee share option schemes available to executive directors and to middle and senior 
managers, all of which (except the savings related option scheme) have performance conditions attached to them and details of which 
are outlined below. It also operates a Long Term Incentive Plan ("LTIP"), available to certain executive directors. The performance criteria 
applicable to these schemes are also outlined below. 

It is the Company's policy regularly to grant share options, on a tiered basis, to a broad range of middle and senior management, 
including executive directors. In previous years, options have been granted annually to executive directors, at a rate of one times salary, 
although in exceptional cases, where a key executive joins the Group, a higher limit has been applied. In 2002, following approval by 
the Company's shareholders of the LTIP and the Nestor Healthcare Group Share Option Plan 2002 ("the 2002 Plan"), the Committee 
granted options to executive directors under the 2002 Plan, including, to certain directors, options from the "super" option section of 
that plan as well. In 2003, the Committee intends to invite certain directors (namely Justin Jewitt, Stephen Booty and Stephen Page) 
to participate in the LTIP. using bonuses received in 2004 in respect of their performance in 2003. It does not intend to grant "super" 
options to directors in the same financial year as they participate in the LTIP. 

The Committee has determined that the exercise of options held under the Company Share Option Plan 1996 and the Employee Share 
Option Scheme 1996 is conditional on growth in the Company's normalised earnings per share of at least 5% per annum above the 
growth in the UK retail prices index over three consecutive financial years beginning with the financial year prior to the date of grant 
and continuing throughout the period during which the option is exercisable. Following the introduction of the 2002 Plan and LTIP in 
2002, the Committee does not intend to grant any further options under both the 1996 Schemes. 

The 2002 Plan and the LTIP were adopted by the Company following approval by shareholders at its Annual General Meeting in May 
2002. In proposing and adopting the schemes, the Committee took extensive advice from New Bridge Street Consultants and sought and 
obtained the prior approval of a number of the Company's largest shareholders. In formulating the schemes, the Committee had regard 
to current best practice relating to such arrangements, including the current guidelines of the Association of British Insurers (“ABI") and 
National Association of Pension Funds ("NAPF") and sought to reflect both best practice and the guidelines in both schemes. 

For options granted under the 2002 Plan in 2003, the exercise of options granted to the Group's senior managers will be conditional 
upon average growth in the Company's normalised earnings per share of at least 5% per annum above the UK retail prices index 
("RPI") over a three-year period. In respect of the Group's most senior managers, including all executive directors, a range of EPS targets 
will apply to grants such that the first third of an option may be exercised if the Company's average earnings per share growth exceeds 
an average of RPI plus 5% per annum, the second third of the option is subject to an average earnings per share growth of 6% per 
annum above RPI and the final third is only exercisable if the Company's average earnings per share growth exceeds 10% above RPI. In 
all cases, performance is initially tested over a three-year period, although there are two opportunities to re-test the earnings per share 
performance targets after years four and five, using the year of grant as the base year. Earnings per share was chosen as the relevant 
benchmark for the measurement of the Company's performance since the target requires substantial improvement in underlying 
financial performance before options may be exercised. This complements the requirement inherent in an option, which is to grow the 
share price. The range of EPS targets are considered to be appropriately stretching, generating higher potential reward levels for higher 
levels of financial performance. Executive directors normally receive options equating to one year's salary annually. 

In addition to granting options on the basis described above, the 2002 Plan also provides for the grant of "super" options to certain 
of the Group's most senior managers, including executive directors, although in future years the Committee intends to grant these 
"super" options to the Group's senior managers excluding those executive directors who can expect to receive LTIPs. These options 
may be granted over shares worth up to one and a half times the individual's salary and the exercise of these options is subject to the 
achievement of more stretching targets than those prescribed by the Committee in relation to the Group's other share option schemes. 

It is intended that any grants of "super" options made in 2003 will have the same performance targets as those in 2002. This is based 
on the Company's total shareholder return ("TSR"), compared with other companies in the FTSE Mid 250 index (excluding investment 
trusts) as at the date of grant, measured over a single three-year period from grant. None of the award vests for performance below 
the top 45% of companies. For TSR performance at the 45th Percentile, 40% of the options become exercisable and the option is fully 
exercisable only if the Company's performance is in the top 25% of companies in the comparator group. Options are exercisable on a 
pro rata sliding scale basis between these two points. Further, no element of the option is exercisable unless the Company's normalised 
earnings per share growth over the relevant period exceeds 5% per annum over RPI. There is no opportunity for retesting under this 
part of the Plan. 

Under the LTIP, the executive directors referred to above will be required to invest one half of their post-tax cash bonus in buying shares 
in the Company. The investment will be matched by the grant of matching awards provided in normal circumstances that the executive 
remains employed over the three-year performance period and certain performance targets are achieved. For the Chief Executive, this 
matching award is over shares with a value of up to four times the pre-tax value of the bonus invested in shares. For the other 
executive directors, the matching award is over shares with a value of up to two and a half times the pre-tax value of the bonus 
invested. Matching awards will normally only vest on the third anniversary of its grant to the extent that the participant remains in the 
Company's employment and has retained the shares purchased by him. As with the "super" options referred to above, initial awards 
will be granted on the basis of a performance target linked to the Company's TSR compared with other companies in the FTSE Mid 250 
Index (excluding investment trusts), measured over a three-year period. None of the award will vest for performance below the top 
45% of companies and maximum awards only fully vest if the Company's performance is in the top 10% of companies. Further, none 
of the award will vest if the Company's normalised earnings per share growth does not exceed the growth in RPI by an average of at 
least 5% per annum over the three-year period. There will be no opportunity for retesting the performance of the Company under this 
scheme. The Committee intends to use the same performance criteria for grants in the foreseeable future, unless best practice dictates 
that alternative targets should be considered. 




The Committee considers that the FTSE Mid 250 Index is the most appropriate benchmark for both the "super" options granted under 
the 2002 Plan and the LTIP as the company is a constituent of the index. A comparator group of similar companies was considered 
inappropriate as there are very few companies with a similar business profile listed on the UK Stock Exchange. The Committee considers 
that the performance necessary for executives to receive the full benefit under this part of the 2002 Plan and the LTIP was sufficiently 
exacting to merit such awards. The Committee intends to use the same performance criteria for grants under both plans in the 
foreseeable future but continues to keep the appropriateness of such criteria under review. A chart showing the Company's Total 
Shareholder Return compared to the FTSE Mid 250 Index for the five years ended 31st December 2002 is shown below. 


The Company also operates a savings-related share option scheme, which provides a long-term savings opportunity for ail of the 
Group's employees, as well as encouraging them to participate in the success of the Company. Participation is open to all permanent 
employees who are able to make regular monthly savings and are exercisable in normal circumstances after three or five years at a price 
which is fixed at a discount of 20% from the average of the mid-market prices for the five business days immediately preceding the 
date on which invitations are made by the Committee. 

Company policy on contracts of service 

It is the Committee's policy only to offer contracts terminable on no more than twelve months' notice to executive directors. All 
executive directors who served during the year have contracts of employment terminable on one year's notice, except Justin Jewitt 
and David Lyon, whose contracts were issued in 1997 and 1998 respectively, provide for two years' notice from the Company in 
circumstances of a change of control. The Committee does not intend to offer contracts with such termination provisions to new 
directors and intends, when offering contracts of employment to newly appointed executive directors, to have regard to the broad 
principles outlined in the A8I and NAPF's joint statement on Best Practice on Executive Contracts and Severance. 

Non-executive directors do not hold contracts of employment but are offered letters of appointment for a fixed period of three years, 
renewable annually thereafter by agreement. The Chairman's letter of appointment, fuller details of which are outlined below, provides 
for payment of 25% of his annual fee in the event of early termination of his appointment. Non-executive directors are not entitled to 
any compensation for the early termination of their appointment and no non-executive director is entitled to any employment-related 
benefits. Non-executive directors are not entitled to participate in any of the Group's long-term incentive arrangements, nor is their 
remuneration pensionable. 

Company policy on the pensions of executive directors 

Executive directors are able to join the Company's Retirement Benefits Scheme ("the Scheme"), a funded. Inland Revenue approved, 
final salary occupational pension scheme. Executive directors are entitled to a pension based on final salary (excluding bonuses) and 
length of pensionable sen/ice. The Company has agreed to provide benefits to directors based on their actual basic salary, even where 
this exceeds the Inland Revenue Earnings "cap", subject to their making members' contributions to the Scheme on the same basis. 

The Company has also established an unapproved scheme to provide additional death-in-service benefits to these directors in line 
with their actual basic salaries. 

After having taken advice from the Scheme's actuary, the Company in 2001 agreed to improve the benefits available under the Scheme 
to those executive directors who were members at that time. Accordingly, the normal retirement age of directors including David Lyon 
and Stephen Page was reduced from 65 to 60 and the rate of accrual in respect of those directors was increased from 60th to 50th. 

The Board also agreed to backdate the provision of these benefits to the date of appointment to the Board of each director. 

The Board has determined that a decision whether to improve the pension benefits made available to executive directors will be made 
on a case-by-case basis and in 2002 agreed to provide similar benefits to William Holmes, who joined the Scheme on becoming an 
executive director in October 2001. It has also agreed to provide pension benefits from the Scheme on this basis to Stephen Booty, who 
became a director in June 2002 and to pay him a cash sum to enhance these benefits to an accrual rate of 30th. 

Prior to the establishment of the Company's current policy on membership of the scheme, the Company agreed to contribute to a 
personal pension plan for Justin Jewitt, which it continues to do. 
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Directors' Service Contracts 

Justin Jewitt holds office by virtue of a contract of employment with the Company dated 20th March 1997. The contract is terminable 
on twelve months' notice from the Company, except in the case of a change of control, where twenty-four months' notice is required if 
notice is given within one year of such change of control. His contract contains a "pay in lieu of notice" clause, whereby the Company 
may terminate his employment without notice, provided it pays to him an amount equating to his salary and employer's pension 
contributions for the unexpired period of notice due under the contract. In addition, at the Board's discretion, he may be entitled to 
retain any vested share options held under the Group's Share Option Schemes for a period of up to twelve months from termination. 

He may also be entitled to exercise unvested share options early in certain specified circumstances subject to the Committee taking 
account of the performance of the Company and the length of time elapsed since the grant date. Further, depending on the time of 
year at which his employment is terminated, he may be entitled to any bonus earned by him (but not yet paid) under the Group's 
bonus scheme. 

David Lyon holds office by virtue of a contract of employment with the Company dated 30th April 1998. The contract is terminable on 
twelve months' notice from the Company, except in the case of a change of control, where twenty-four months' notice is required if 
notice is given within one year of such change of control. His contract contains a "pay in lieu of notice" clause, whereby the Company 
may terminate his employment without notice provided it pays to him an amount equating to his salary for the unexpired period of 
notice and credits him with an additional period of pensionable service equating to the same period. In addition, at the Board's 
discretion, he may be entitled to retain any vested share options held under the Group's Share Option Schemes for a period of up to 
twelve months from termination. He may also be entitled to exercise unvested share options early in certain specified circumstances 
subject to the Committee taking account of the performance of the Company and the length of time elapsed since the grant date. 
Further, depending on the time of year at which his employment is terminated, he may be entitled to any bonus earned by him (but 
not yet paid) under the Group's bonus scheme. 

Stephen Page holds office by virtue of a contract of employment with the Company dated 18th July 2001. The contract is terminable 
on twelve months' notice from the Company. His contract contains a "pay in lieu of notice" clause, whereby the Company may 
terminate his employment without notice provided it pays to him an amount equating to his salary for the unexpired period of notice 
and credits him with an additional period of pensionable service equating to the same period. In addition, at the Board's discretion, he 
may be entitled to retain any share options held under the Group's Share Option Schemes for a period of up to twelve months from 
termination. He may also be entitled to exercise unvested share options early in certain specified circumstances subject to the 
Committee taking account of the performance of the Company and the length of time elapsed since the grant date. Further, 
depending on the time of year at which his employment is terminated, he may be entitled to any bonus earned by him (but not yet 
paid) under the Group's bonus scheme. 

Stephen Booty holds office by virtue of a contract of employment with the Company dated 1st February 2001. The contract is 
terminable on twelve months' notice from the Company. His contract contains a "pay in lieu of notice" clause, whereby the Company 
may terminate his employment without notice provided it pays to him an amount equating to his salary and benefits for the unexpired 
period of notice and credits him with an additional period of pensionable service. In addition, at the Board's discretion, he may 
be entitled to retain any share options held under the Group's Share Option Schemes for a period of up to twelve months from 
termination and, depending on the time of year at which his employment is terminated. He may also be entitled to exercise unvested 
share options early in certain specified circumstances subject to the Committee taking account of the performance of the Company 
and the length of time elapsed since the grant date. Further, depending on the time of year at which his employment is terminated, 
he may be entitled to any bonus earned by him (but not yet paid) under the Group's bonus scheme. 

William Holmes holds office by virtue of a contract of employment with the Company dated 1st October 2001. The contract is 
terminable on twelve months’ notice from the Company. His contract contains a “pay in lieu of notice" clause, whereby the Company 
may terminate his employment without notice provided it pays to him an amount equating to his salary and benefits for the unexpired 
period of notice and credits him with an additional period of pensionable sen/ice equating to the same period. In addition, at the 
Board’s discretion, he may be entitled to retain any share options held under the Group’s Share Option Schemes for a period of up to 
twelve months from termination. He may also be entitled to exercise unvested share options early in certain specified circumstances 
subject to the Committee taking account of the performance of the Company and the length of time elapsed since the grant date. 
Further, and, depending on the time of year at which his employment is terminated, he may be entitled to any bonus earned by him 
(but not yet paid) under the Group's bonus scheme. 

Antony Beevor holds office by virtue of a letter of appointment dated 7th December 2001. His appointment is for an initial term of 
three years from 1st January 2002, extendable annually thereafter, subject to mutual agreement. In the event that his appointment is 
terminated by the Company before the expiry of the tetter of appointment, a sum equivalent to 2S% of his annual fee is payable. 
Robert Nicholls holds office by virtue of a letter of appointment dated 14th May 1997. His appointment was for an initial term of three 
years from 1st September 1997 and was extended for a further three years in September 2000. His letter of appointment does not 
provide for any compensation to be payable in the event of early termination of his office. 

David Howell holds office by virtue of a letter of appointment dated 26th August 1999. His appointment was for an initial term of 
three years from 31st August 1999 and has been extended for a further three years. His letter of appointment does not provide for any 
compensation to be payable in the event of early termination of his office. 

Ingrid Alexander holds office by virtue of a letter of appointment dated 25th July 2001. Her appointment is for an initial term of three 
years from 13th August 2001 and does not provide for any compensation to be paid in the event of early termination of her office. 
Timothy Harris holds office by virtue of a letter of appointment dated 6th December 2001. His appointment is for an initial term of 
three years from 1st January 2002 and does not provide for any compensation to be paid in the event of early termination of his office. 




Directors' emoluments* 
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1,156 

345 

85 

158 

1,744 

- 

Total 2001 

931 

674 

53 

- 

- 

1,658 


Benefits receivable consists primarily of car allowance, car fuel and healthcare insurance. 

Included in compensation for loss of office for Robert Burns was £1,125 of redundancy payment. 

He was further paid an amount of £1,000, which represents consultancy payments for the month of November and December. 
Subject to the discretion of the Remuneration Committee, Robert Burns is allowed to exercise all share options he currently holds in 
the period up to 31st October 2003. 


David Heywood was paid a total of £7,500 consultancy fees from 1st January 2002 until 31st May 2002. 

Anne Parker retired as a director on 31 st March 2001. William Holmes was appointed as an executive director on 1 st October 2001, 
having previously been a non-executive director. David Heywood retired as a director on 31st December 2001. Stephen Page and Ingrid 
Alexander were appointed on 2nd March 2001 and 13th August 2001 respectively. Michael Horgan resigned as a director on 4th March 
2002 but continues as a full-time employee of the Group. Robert Burns and Timothy Harris were appointed as directors on 1st January 
2002. Stephen Booty was appointed as a director on 19th June 2002. Robert Burns resigned as a director on 30th October 2002. 


The figures above represent emoluments earned as directors during the relevant financial year. All are paid in the year that they are 
earned, with the exception of bonuses, which are paid in the year following that in which they were earned. 

Directors' pensions* 

Defined benefit scheme 



£000 

£000 £0 

00 £000 

£000 

£000 

S M Booty 

(appointed 19th June 2002) 

3 

2 

2 23 

12 

9 

R 1 Burns 

(resigned 30th October 2002) 

6 

2 

2 44 

31 

14 

W F Holmes 

3 

3 

3 23 

6 

12 

M D R Horgan 
(resigned 4th March 2002) 

56 

1 

1 701 

703 

4 

D O Lyon 

37 

3 

3 179 

226 

6 

S R Page 

7 
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The transfer value has been calculated on the basis of actuarial advice in accordance with the Actuarial Guidance Note GN11. 
The above figures exclude any benefits derived from directors' additional voluntary contributions. 


Indicates section has been audited. 
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Defined contribution scheme* 

Employer contributions of £106,000 were paid during the year to a personal pension plan for Justin Jewitt 
Employer contributions of £53,333 were paid during the year as a cash sum to Stephen Booty. 

Directors' interests* 

The beneficial and family interests of directors in the share capital of the Company according to the register of directors' interests 
maintained by the Company under Section 325 of the Companies Act 1985 were: 

Company Plan 1996 Employee Scheme 1996 Share Option Plan 2002 SAYE Schemes 


IC Alexander 
A R Beevor 
S M Booty 
R 1 Burns 
T C Harris 
D G Heywood 
W F Holmes 
M D R Horgan 
D Howell 
J A S Jewitt 
D O Lyon 
R M Nicholls 
S R Page 


5,000 5,000 


2,546 2,546 

- 411,235 s 
4,000 4,000 

4,000 4,000 

270,770 170,770 
35,750 35,750 


5,514 23,897 - 4 112,941 

5,882 s 5,882 4 47,843 s 47,843 4 


5,882 5,882 43,137 43,137 58,823 

5,529 s 5,529 163,602 s 163,602 


7,058 7,058 67,883 289,283 

- 54,163 54,163 


2,088 
2,088 s 


3,638 

1,336 s 2,606 

3,773 3,773 

2,166 2,166 


8,222 8,222 6,349 6,349 46,561 46,561 150,588 - 2,166 2,166 


1. None of the directors has any non-beneficial interest in the Company's share capital. 

2. No director was materially interested in any contract of significance (apart from contracts of service or for services) with any Group company during or 
at the end of the financial year. 

3. There have been no changes in the directors' interest in the share capital of the Company between 31st December 2002 and the date of this report. 

4. At date of appointment. 

5. At date of resignation. 


Indicates section has been audited. 











Details of share options held by the directors during the year 


5 M Booty 
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51 Op Oct'04 

454.8p Jun '05 
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115p Nov'99 
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407.5p Apr '02 

42Sp May '03 

542.5p Mar ‘04 

542.5p Mar '04 

305p Feb '02 

412p Dec '02 

447.2p Jun '04 

267.5p Jul '05 

115p Nov '99 

425p May '03 

542.5p Mar '04 

425p May '03 

447.2p Jun '06 

407.5p Apr '02 

425p May '03 

542.5p Mar '04 
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472.5p Nov '03 

472.5p Nov '03 

447.2p Jun '04 
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Schemes: 

1. Employee Share Option Scheme 1996 Options; performance target is RPl plus 5% per annum over 3 years. 

2. Company Share Option Plan 1996 Options; performance target is RPl plus 5% per annum over 3 years. 

3. SAYE Scheme Options. 

4. Share Option Plan 2002; see policy section for details of performance conditions. 


Notes: 

1. There is no cost to the employee for the receipt of options under the Employee Share Option Scheme 1996, Company Share Option Plan 1996 or the 
Share Option Plan 2002. Deductions from earnings are made in respect of SAYE options. 

2. Employee Share Option Scheme 1996, Company Share Option Plan 1996 and Share Option Plan 2002 option prices are fixed at the mid-market price 
on the business day preceding the date of grant. 

3. SAYE Scheme options are fixed at a discount of 20% from the average of the mid-market prices for the five business days immediately before the 
date of invitation. 


4. The mid-market price at 31st December 2002 was 216 pence and the range during the year was 622.5 pence to 175 pence. 

5. During the year. Justin Jewitt exercised 221,400 options granted under the Employee Share Option Scheme; the market price of the shares at the time 
of exercise was 595 pence per share. The aggregate gain made was £1,062.720. He retained a total of 100,000 shares alter such exercise. Aggregate 
gains made by directors on the exercise of share options in 2001 were £431,145. 


i. During the year, 


/On behalf of the Board 
Robert NichoHCc^E 
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Corporate Governance 


The Company complied throughout the year with the Code provisions set out in Section 1 of the Combined Code published by the 
Committee on Corporate Governance in June 1998 {"the Code") except where indicated in this statement. 

The manner in which the Group applies the principles of good governance contained in the Code is described in the appropriate parts 
of this annual report. Thus the application by the Company of the Code’s principles to remuneration matters at pages 31 and 37 should 
be read in conjunction with the statement below. 

During the year, the Company has maintained a Board of directors which leads and controls the Company by holding at least ten 
meetings a year at which its current performance is examined and directions are given to operating executives. Regular reports on 
monthly performance and other ad hoc matters of importance to the Company ensure that the Board is supplied in a timely manner 
with the information necessary to make an informed judgement. In addition, the Board holds regular meetings to discuss and devise 
the Company's medium- and long-term strategic focus and holds additional meetings as and when necessary to discuss other issues, 
such as potential acquisitions. 

In accordance with the provisions of its Articles of Association and with the Code, each director is subject to re-election by the 
Company's shareholders at the Annual General Meeting immediately following appointment and at least every three years thereafter. 
The Board has a Schedule of Matters specifically reserved to it for decision and has approved the written terms of reference for the 
various committees to which it has delegated its authority in certain matters. The Schedule makes it clear that all directors have access 
to the advice and services of the Company Secretary and establishes a procedure for all directors to take independent advice, if 
necessary, at the Company's expense. 

During the year, the Board was led by Antony Beevor, the Company's non-executive Chairman, who was appointed on 1st January 
2002. The Board recognises that, as he formerly held the position as the head of the Corporate Finance division of Soci6t£ G£n£rale, 
the Group's former financial advisor, Mr Beevor does not meet all of the criteria of "independence" laid down in the corporate 
governance guidelines of some major institutional investors. However, after careful consideration, it has concluded that Mr Beevor is 
independent for the purposes of the Code, since his relationship with the Company's former financial advisor does not interfere in any 
way with his ability to exercise independent, experienced and informed judgement as the non-executive Chairman of the Company. 

The day-to-day running of the Company's business is delegated to an executive team led by Justin Jewitt. the Group Chief Executive 
and which includes David Lyon, Group Finance Director, Stephen Booty, Managing Director of the Company's Healthcare Personnel 
Division, who was appointed as a director on 19th June 2002 and Stephen Page, Managing Director of the Company's Healthcare 
Services Division. During the year, Robert Burns, who was previously the Managing Director of the Healthcall Group and who joined 
the executive team on its acquisition also served as a director and member of the executive team until his resignation on 31st October 
2002. Dr William Holmes also served as an executive director, responsible for the Group's Clinical Governance. Other senior managers, 
including the Group Company Secretary, Group Financial Controller, Chief Information Officer and Director of Human Resources, form 
part of the executive team. 

During the year, four further non-executive directors with extensive business, finance, health and social care backgrounds provided the 
Board with a breadth of experience and with independent judgement. Robert Nicholls, CBE is the Company's independent senior non¬ 
executive director and also chairs the Board's Remuneration Committee. 

The Board actively encourages all directors to deepen their knowledge of their role and responsibilities and, during the year, all newly 
appointed Board members received the opportunity to receive formal training on courses specifically designed to help them to do so. 

In addition, all of the non-executive directors spent a number of days meeting members of the Company's executive team and most 
visited several of the Group's operating divisions. Formal training is available to all members of the Board, if they deem it necessary 
or desirable and some members of the Board attended formal training courses relating to their position as directors during the year. 

The Board operates a number of committees, consisting wholly or mainly of non-executive directors to which it has delegated 
certain specific responsibilities and each of which have formally adopted terms of reference. These comprise Nomination, Audit and 
Remuneration Committees. The Nomination Committee, which makes recommendations to the Board on the appointment of directors, 
was during the year chaired by Antony Beevor. Its composition is not fixed but comprises those directors who, in the Board's opinion, 
are best qualified to judge the suitability of candidates for the particular position to be filled (depending, primarily on whether the 
position to be filled is an executive or non-executive post). However, the Committee always comprises a majority of independent non¬ 
executive directors, including the Chairman of the Company and in arriving at its recommendations, it draws on the advice of the 
Group's Director of Human Resources and such professional advisors as it considers necessary. 

The Audit Committee is chaired by David Howell, who is a chartered accountant. Chief Financial Officer and an executive director of 
lastminute.com pic. It comprises only non-executive directors and meets regularly to review the preliminary and interim results before 
they are presented to the Board, to receive reports from the Company's internal and external auditors and to make recommendations 
to the Board on accounting policies. Its primary duties include the monitoring, on behalf of the Board, of compliance with and the 
effectiveness of the Company's accounting and internal control systems. The Committee's duties also include monitoring the scope 
and results of the Company's annual audit and the independence and objectivity of its auditors. 




The Company has outsourced its internal audit function to a leading firm of chartered accountants, which reports regularly to the Audit 
Committee on projects undertaken in accordance with the audit plan agreed with the Committee at the beginning of every financial 
year. Copies of all reports issued by the internal auditors are circulated to all members of the Audit Committee as they are published. 
During the year, only independent non-executive directors served on the Remuneration Committee, which determines the Group's 
overall remuneration strategy and the remuneration packages of the executive directors and other senior executives, after having 
consulted with the Chief Executive and having received professional advice from remuneration consultants and the Groups Director 
of Human Resources. The Committee is also responsible for approving the grant and exercise of executive share-based incentive 
arrangements. In determining remuneration policy, the Committee is free to obtain such professional advice as it sees fit, and regularly 
monitors both the policies of comparator companies and current market practice, in order to ensure that the packages provided are 
sufficient to attract and retain executive directors of the necessary quality. During the year, the Committee was chaired by Robert 
Nicholls, CBE. 

The remuneration of non-executive directors, including the Chairman, is a matter for the Company's Board and the Committee's terms 
of reference make it clear that the framework for the remuneration of the Company's senior executives must be agreed by the Board 
as a whole. 

Short biographies of each of the directors, including their membership of the Board's committees outlined above, may be found on 
pages 26 and 27. 

The Board, on the Company's behalf, recognises the need to maintain an active dialogue with its shareholders. The Chief Executive 
and Group Finance Director meet regularly with institutional investors and analysts to discuss the Company's performance and all 
shareholders have access to the senior non-executive director, who is available to discuss any concerns which investors may have in 
relation to the running of the Company. They also have access to the Chairman of the Company if they so require. The Board encourages 
shareholders to attend the AGM and is always willing to answer questions, either in the meeting itself or, more informally, afterwards. 
Going Concern 

The directors confirm that, after reviewing the financial position and cash flows of the Group, they have a reasonable expectation that 
the Group has adequate resources to continue in operational existence for the foreseeable future. For this reason, they continue to 
adopt the going concern basis in preparing the accounts. 

Internal Controls 

As required by the UK Listing Authority, the Company has complied throughout the year with the provisions of the Combined Code 
relating to internal controls, having implemented the procedures necessary to comply with the guidance issued in September 1999 
(the Turnbull Committee Report) and to report in line with that guidance. 

The Board is responsible for the Group's system of internal control and for reviewing its effectiveness. Such a system is designed to 
manage rather than eliminate the risk of failure to achieve business objectives and can only provide reasonable and not absolute 
assurance against material misstatement or loss. 

In 1999, the directors adopted a revised comprehensive process for managing, evaluating and reporting on significant risks faced by the 
Group. The revised (and further refined and extended) process has been in place for the whole of 2002 and up to the date of approval 
of the Annual Report & Accounts. 

The key elements of the system operated by the Group to identify, evaluate and manage significant risks include the following: 

• The Group's management operates a formal process for identifying, managing and reporting on operational, clinical and financial 
risks faced by each of the Group's businesses, whereby each of the risks identified is reviewed in detail by the executive directors 
on a quarterly basis and updated monthly as necessary. These reports form the basis of risk registers that are provided to the Audit 
Committee. Senior management team review meetings are held on at least a monthly basis at which the Group's business managers 
and executive team members report on the progress of the companies or discipline for which they are responsible and share best 
practice. The formal process for identifying discipline-specific risks across the Group's operations encompasses financial, IT, human 
resources, legal, property and clinical risks. A mechanism also exists to extend the Group's formal risk management processes to any 
new business acquired or begun by the Company immediately upon acquisition or start-up. In this way, the Board is able to confirm 
that the necessary process has been operated by the Group for the whole of 2002. 

• At each regular meeting, the Audit Committee of the Board reviews a register compiled by the managing director of each of the 
Group's businesses and by each member of the Group's senior management team, summarising the significant risks faced by the 
businesses or the Group as a whole, the likelihood of those risks occurring and the steps being taken to minimise or otherwise 
manage those risks. 




Corporate Governance continued 


• During the year, the Board has also adopted new policies for managing the business risks it has identified as having the potential to 
impact significantly on the Group's performance. For example, in 2002, it adopted a comprehensively revised policy on the clinical 
standards observed across the Group's businesses. 

As required by the Turnbull Guidance, the Board has carried out an annual assessment of the effectiveness of the system of internal 

controls. The processes applied by the Board include: 

• At the end of the year, the managing directors of each of the Group's businesses, including the Group's corporate resource, are 
required to complete and sign a register of the key financial and operational risks facing the business for which they are responsible 
and to confirm that they have complied throughout the year with the Company's policies and procedures on risk management. From 
these registers, a report identifying the key risks faced by the Group is compiled and signed by the Chief Executive, Group Finance 
Director and Group Company Secretary, who are also required to confirm their compliance with such procedures and policies. This 
report and the annual compliance statements of each of the managing directors, endorsed by the Divisional managing directors, 

are reviewed by the Board before the Annual Report & Accounts are approved. 

• The Group has an independent Internal Audit function which reviews the overall effectiveness of the risk management process for 
the key risks and reports independently to the Audit Committee. 

• At each meeting the Audit Committee reviews reports of the senior management team and internal and external auditors, on any 
issues identified as having a potentially substantial impact on the results of the Group, or areas of control weakness. 

• The Audit Committee reviews the effectiveness of the Group's system of managing financial risk and refers any risks it considers 
significant to the Board for its consideration. 

• At least twice a year, the Audit Committee reviews the work plans and results of each of the internal and external auditors. 

• The Audit Committee Chairman reports the outcome of all Audit Committee meetings to the Board, which also receives minutes 
of all such meetings. 




Auditors' Report 

Report to the shareholders of Nestor Healthcare Group pic 


Independent auditors' report to the members of Nestor Healthcare Group pic 

We have audited the financial statements which comprise the profit and loss account, the balance sheets, the cash flow statement, the 
statement of total recognised gains and losses and the related notes which have been prepared under the historical cost convention 
and the accounting policies set out in the statement of accounting policies. We have also audited the disclosures required by Part 3 of 
Schedule 7A to the Companies Act 1985 contained in the directors' remuneration report {’the auditable part’). 

Respective responsibilities of directors and auditors 

The directors’ responsibilities for preparing the annual report, the directors' remuneration report and the financial statements in 
accordance with applicable United Kingdom law and accounting standards are set out in the statement of directors' responsibilities. 

Our responsibility is to audit the financial statements and the auditable part of the directors' remuneration report in accordance with 
relevant legal and regulatory requirements and United Kingdom auditing standards issued by the Auditing Practices Board. This report, 
including the opinion, has been prepared for and only for the Company's members as a body in accordance with Section 235 of the 
Companies Act 1985 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other 
purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our 
prior consent in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements 
and the auditable part of the directors' remuneration report have been properly prepared in accordance with the Companies Act 1985. 
We also report to you if, in our opinion, the directors' report is not consistent with the financial statements, if the Company has not 
kept proper accounting records, if we have not received all the information and explanations we require for our audit, or if information 
specified by law regarding directors' remuneration and transactions is not disclosed. 

We read the other information contained in the annual report and consider the implications for our report if we become aware of any 
apparent misstatements or material inconsistencies with the financial statements. The other information comprises only the directors' 
report, the unaudited part of the directors' remuneration report, the chairman’s statement, the operating and financial review and the 
corporate governance statement. 

We review whether the corporate governance statement reflects the Company's compliance with the seven provisions of the 
Combined Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are 
not required to consider whether the board's statements on internal control cover all risks and controls, or to form an opinion on the 
effectiveness of the Company's or Group's corporate governance procedures or its risk and control procedures. 

Basis of audit opinion 

We conducted our audit in accordance with auditing standards issued by the Auditing Practices Board. An audit includes examination, 
on a test basis, of evidence relevant to the amounts and disclosures in the financial statements and the auditable part of the directors' 
remuneration report. It also includes an assessment of the significant estimates and judgements made by the directors in the 
preparation of the financial statements, and of whether the accounting policies are appropriate to the Company's circumstances, 
consistently applied and adequately disclosed. 


We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to 
provide us with sufficient evidence to give reasonable assurance that the financial statements and the auditable part of the directors' 
remuneration report are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion 
we also evaluated the overall adequacy of the presentation of information in the financial statements. 


Opinion 

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and the Group at 
31st December 2002 and of the profit and cash flows of the Group for the year then ended, have been properly prepared 
in accordance with the Companies Act 1985 and those parts of the directors' remuneration report required by Part 3 of 
^cfiedule 7A to the Companies Act 1985 have been properly prepared in accordance with the Companies Act 1985. 

T"r^* vj'—•-C- -- 


PricewaterhouseCoopers LLP 

Chartered Accountants and Registered Auditors 

1 Embankment Place 

London WC2N 6RH 

3rd March 2003 





Gross profit 
Administrative expenses 
Exceptional items 
Continuing operations 
Existing 
Acquisitions 
Operating profit 
Exceptional gain on disposal of 
subsidiary undertaking 

Profit on ordinary activities before interest 
Met interest payable 

Profit on ordinary activities before taxation 
goodwill amortisation and exceptional items 
Goodwill amortisation 
Exceptional items 

Profit on ordinary activities before taxation 
lax on profit on ordinary activities 

Profit on ordinary activities after taxation 
Equrty minority interests 

Profit attributable to shareholders 
Equity dividends 

Retained {(ossVprof'rt for the year 


121,121 - 121.121 88,187 - 88.187 

(83.821) (7.694) 01.515) (62.727) (3.831) (66.558) 

5 - (18.100) (18.100) - (4.574) R574) 

3 136,822 (25,725) 11.097 25.460 (8,405} 17.055 | 

3 1 478 _ (69) 409 - _-_ -J 

3.4 37,300 (25,794) 11.506 25.460 (8/405) 17.055 


37.300 (24,994) 12,306 25,460 (8,405) 17,055 

(4,169) - (4,169) (1,544) - (1.544) 


33.131 23.916 

(7,694) (7.694) 

(17,300) (17300)_- 


4.994) 8.137 23.916 (8,405) 15,511 

846 (6.181) (7,043) 1,030 (6.013) 


26.104 (24,14© 1.956 16,873 (7375) 


26,056 (24.148) 1.908 16,854 (7375) 9.479 


24 17,643 (24,14© (6,505) 9,858 (7.375) 2.483 


12 29-83p (27.65p) 2.18p 20.54p (&99p) 11.55p 

12 29-78p (27.60p) 2.18p 2034p (8_90p) 11.44p 


The historical cost profit on ordinary activities before taxation and the historical cost profit retained for the year after taxaskwi and 
dividends are the same as those reported above. 







Consolidated Statement of Total Recognised Gains and Losses 

for the year ended 3Tst December 29®? 


Profit attributable to share holders 


■fatal recognised gars and losses relating to the year 




1,908 


1.908 


Reconciliation of Movements in Consolidated Equity Shareholders Funds 

for the year ended 31st December 2002 



Profit attributable to shareholders 

1.908 

9,479 

Dividends 

11 (8,413) 

*6.395} 

Shares issued during, the year 

763 

38.969 

Cost of share issue 

- 


Met (deereasej^nc rease in equity shareholders' funds 

(5.742) 

40.768 

Opening equity shareholders' funds 

93.277 

52.509 


Closing equity shareholders' funds 


87,535 93.Z77 







Balance Sheets 

as at 31st December 2C©2 


Fixed assets 
Intangible assets 
Tangifc*? fixed asse ts 
Irwestments 



13 139.243 152.507 

14 12.741 13,512 

16 1 28 


33.250 33.451 


151.985 166.047 34,001 34.171 


Current assets 

Debtors 

Cash st bank, and tn band 

66.726 70.365 434.520 186.615 


17 57.530 65,024 434.401 186.609 
20 9.196 4,341 119 6 


Creditors - amounts faffing due within one year 
Net current assets/ffeb&ties) 

fctat assets less current febi&ttes 
Creditors - amounts faffing due after more than 
one year 

Provisions tor Sabdwses and charges 
Net assets 


18 (62.162) (81,175) (54.405) 56.315) 

4.564 (10.810) 380.115 130.300 

156,549 155.237 414.116 164.471 

19 (60.051) (55.401) (60.000) 55.005) 

22 (8.642) (6,246) (1.140) (1,287) 

87,856 93.590 352.976 108.179 


Capital and reserves 
Called up share capital 
Share premium account 
Other reserves 
Profit and loss account 


23 8.747 

24 43,022 

24 864 

24 34,902 


8.708 8.747 8.708 

42.298 43.022 42.298 

864 25.750 25.750 

41,407 275.457 31,423 


Equity shareholders' funds 
Equity minority interests 

87,856 93,590 352.976 108.179 


87,535 93,277 352.976 108.179 

321 313 


The financial statements op pages42 to 66 were approved by the Board on 3rd March 2003 and were signed on its behalf by 
A R Beevor V \AJ ^ ^ 




DO Lyon 






the Consolidated Cash Row Statement are shown in note 25 to the fcraanoaf statements, 
n cashflows of post acquisition trading of the businesses acquired dssraug the yea e net materia 





Notes to the Financiai Statements 

ft* the year ended 31st December 20® 


1 Accounting policies 

The Group adopted ERS18. Accounting Policies. in the previews year although this did not require any charge to accecsrt&rg pcfces. 

Basis of accounting 

The financial statements have been prepared in accordance with applicable accounting standards and under the hstetocaS cast convention. 
Basis of consolidation 

The Group financiai statements comprise a consolidation of the financial statements of the Company and aJl its subsiefeaffy 
undertakings. The results of businesses acquired are included from the effective date of acquisition and btstoesses sold are todiafed 
up to the date of disposal. The accounting reference date of the Company and aft trading subsirfiary undertakings is 31 December 
Goodwill and amortisation 

Purchased goodwtl. being the excess of the fair value of the purchase consideration over the fair value of the net assets of nasty 
acquired undertakings, is capdafrsed on the balance sheet, and amortised ever its useful economic fife not exceeding 20 years. Prior 
to 1st January 1998. aft purchased goodwill was. written off to reserves on acquisition. Previously written off goodwift las not been 
reinstated and is charged to the profit and loss account on the disposal or termination of the related business. 

Tangible fixed assets and depreciation 

Tangible fixed assets we stated at cost less depreciation. Depreciation is calculated so as to write down the cast of tangiife assets to 
their estimated residual value in equal instalments over their estimated useful Eves. The range of estimated useful fives for each major 
asset category are: 

Leasehold land and buHding* Term of the lease 

Plant and equipment, fixtures and fittings 3 to 8 yews 
Fixed asset investments 

Investments in subsidiary undertakings ate held at original cost less any provision for impairment 
Deferred taxation 

Deferred taxation is provided on the liability method where, in the opinion of the directors, it is probable that the Babiftty waft crystsSse 
in the foreseeable future. 

Pension costs 

Pension costs are charged to the profit and toss account to such a way as to provide for the liabilities evenly over the average 
remaining working lives of the employees. The Group has adopted the transitional rules on pensions disclosure under FRS 17. 

Where fixed assets we financed by teasing agreements which give rights approximately equivalent to ownership (finance fee), the 
assets are capitalised and depreciated accordingly The corresponding lease commitments are treated as obSgaticos to the Sessor. 

AM other lease payments are charged to the profit and toss account to the year to which they relate 
Share Schemes 

The Groups Qualifying Employee Share Ownership trust (QUEST) is a separately administered trust which is funded by a Sows and a 
gift from the Group, and the assets of which comprise shares in the Company. Shares to the QUEST we shown at their estimated 
recoverable amount being the option pnee of the shares payable by employees. The amounts contributed to the QUEST m excess of 
the option price are charged against reserves. 


2 Turnover 

Turnover represents the amount invoiced net of value added tax to respect of the provision of services delivered to customers during 
the year. 


3 Segmental reporting 

The UK was the origin and destination of ail the Group's turnover in both 2002 and 2001 




Turnover by business activity 
Healthcare Personnel 
Healthcare Services 
Total 


309,680 308.821 

173,015 92.144 

482,695 400,965 


Aft turnover is derived from external customers. 





22,919 

14.381 

37.300 


Operating profit by business aciwcty 
Healthcare Personnel 
Healthcare Services 


Total 


Central costs have ail been allocated: across the business segments on the basis of activity 




Turnover, cost of sales, gross proftt, admtctsErstive expenses and operating profit as 
as follows: 

re analysed between £*sJrng amid sexfuimj operations 


7Z 

S2 

22 

5£ 

Turnover 

Cost of safes 

480.539 

(360.047) 

2,156 

(1.527) 

482395 

061.574) 

400.965 

012.778) 

Gross profit 

Administrative expenses - ongoing 

- exceptional items 

120.492 

(91395) 

(18,100) 

629 

am 

121,121 

(91.515) 

(181100) 

88.187 

(66.558) 

(4.574) 

Operating profit 

11.097 

409 

11.506 

17.055 


The contribution from acquisitions shown above and oo the face of the profit and loss account reflects the aarsfeibyiSori from; 

Cornefe UK Medical Services timiSed.. Hie other businesses that were acquired during the year have been faaltj? integrated ntc the 
Group's existing businesses. These businesses generated turnover of £1,746.000. However, because cS the isetegratav it 5 net possible 
to separately identify operating profits of these businesses. Accordingly, the results of these acqiired busmueses base been mdaded 
wtthih existing operations. 


Analysis of net operating assets^Siabilmcs) by business activity 
Healthcare Personnel 
Healthcare Services 



81.405 73.101 

95.800 125,784 

(12.697) (13.054) 


Total continuing operations 


164.508 185.531 


Met assets per consolidated! balance sheet 
Net- debt 

Goodwill written off to reserves 


87.856 

59.761 

16391 


93.550 

75350 

16391 


Total net operating assets, including goodwill 


164.508 185.831 







Notes to the Financial Statements 

for the year ended 31st December 200 2 


4 Operating profit 

3*52 


Operating profit is stated after charging 



Depreciation 

7.237 

4.9*5 

Amortisation of goodwill 

7.694 

3.S31 

Net loss on sale of tangrble fixed assets 

149 

160 

Aucfi tors’ remuneration - audit 

435 

36H 

Operating lease rentals: 



Land and beddings 

4.167 

4.186 

Plant and machinery 

150 

452 


Remuneration of the Company's auditors in respect erf other services amounted to £680,000 (2001 - £1,574.000). This comprises 
£51,000 rotating to fees for due diligence and other acqus&cn-reteted wort, tax-related wort of £511,000 and £88,000 of other fees. 

Auditors’ remuneration in respect of the Company'S aurSt amounted to £126,000 (2001 - £46,000). 


5 Exceptional items 

Exceptional items within operating profit comprise: 



Restructuring and integration costs 3,100 3.674 

impairment of goodwill and fixed assets 15,000 900 


18,100 4,574 


During the year, the decision was taken to restructure the Primary Care out-of-hours business by dosing rts head office and consofidating 
its caff-handling function from 29 locations down to two national rimkal response centres in England. Costs incurred in the year in 
respect of this project amounted to £3,100,000 and primarily comprise redundancy and other related costs A tax credit of £846,000 
arose on these restructuring costs. 

In 2001, fofiowir.g the acquisition of HeafthcaS and the GoWsfoofougfi businesses, the decision was taken to restructure the acquired 
businesses and integrate them with the Group's existing businesses. The costs associated wstb the restructuring and the irrigation 
amounted to £3.674,000 and mairtfy comprised redundancy and othef staff related costs, property withdrawal costs and IT jntecpatioR 
costs. A tax credit of £1,030.000 was booked in respect of these exceptional charges. 

On 2nd idy 2002, the DTI announced that it had awarded tfie MAP contract for the assessment of lung disease in coalminers to a 
third party In the light of the loss of the contract, the Board reviewed the carrying value of goodwiS associated with the acquisition 
of HeafthcaS and decided to write it down by £15,000.000. 

A 51% share of Hertford Medical International Limited was acquired at die end of 2000. Its performance foEowing acquisition was 
befow expectations and a review of the carrying value of the Group's 51% interest was undertaken in 2001. Accordingly, it was 
determined that fixed assets had been impaired by £73,000 and goodwiS by £827,000. Subsequent^ the decision was taken to 
dispose of the Group’s interest (see below). 

The exceptional gain, after operating profit, m disposal of a subsidiary undertaking in 2002 of £800.000 comprises the gam on 
disposal of the Group’s 51 % share of Hertford Medical International Limited m August 2002. Cash consideration was £670.000 and 
estimated deferred consideration was £570,000. No tax credit has been recognised in respect of this exceptional gain. After deducting 
costs, the net cash inflow from the disposal was £533,000. The turnover and trading results of the subsidiary for the period to tfcpossl 
were not material. 




6 Employees 

















12 Earnings per share 

Basic earnings per share are eafeutefed 6jr eroding the earrangs atlrixrtabie to onSnary b$ the weighted average number 

of ordinary shares in issue during the year. 

For diluted earnings per share, the weighted average number of ordinary shares to ssue- is adducted So assurcrw comferacn of aS 
dSutive potential ordinary shares. The Group has onfy one category of dkitive poten&sf cwriSmarf' situates: these share opScra granted 
to employees where the exercise price s less than the average market price of the Company^ oreSsntaiy shares during the year. 

Earnings per share before goodwill amortisation and exceptional items have been caficulated to show the mnpact of gcodwl 
amortisation and exceptional items as these can have a distorting effect on earnings and therefore wanaret separate consideratxin. 

Reconciliations of the earnings and weighted average number of shares used in the csSofe®#® ace set out betow; 




2002 

Runfeer of 

2332 

2035 

rtjrsfceroS 

2CC1 


Faming* 

shasesr 

BPS 

Eaasjn^ 

rfsws 

EPS 


£000 

******* 

gKSKE 

£K ® 

Jixjsk! 

pax* 

FRS 3 basis 

Basic earnings per share 

1.908 

87337 

238p 

9.479 

82.045 

11.55p 

Dilutive effect of options 

- 

155 

~ 

- 

835 

(Ollp) 

Muted earnings per share 

1,908 

87,492 

2-18p 

9.479 

82.880 

11.44p 

Adjusted to exclude goodwill 
amortisation and exceptional items 

Bask: - FRS 3 basts 

1.908 

87337 

2-18p 

9.479 

82,045 

11.55p 

Exceptional items (adjusted for taxation) 

16.454 

- 

18-84p 

3.544 

- 

432p 

GoodjviS amortisation 

7,694 


8-81p 

3,831 

- 

4.67p 

Adjusted base earnings per share 

26,056 

87337 

29-83p 

16.854 

82.045 

20.54p 

Muted - FRS 3 basis 

1,908 

87.492 

Z18p 

9.479 

nm 

1144p 

Exceptional items (adjusted for taxation) 

16/454 

- 

18-81p 

3.544 


4 28p 

Goodwill amortisation 

7,694 

- 

8.79p 

3.831 


4.62p 

Adjusted cSSuted earnings per share 

26.056 

87,492 

29.78p 

16.854 


20.34p 

13 Intangible assets 






Good** 

Group 

Cost 







At 1st January 2002 






159,010 

Additions (note 16) 






9.430 

Disposals 






(870) 

Impairment (note 5) 






(15.000) 

At 31st December 2002 






152.570 


Aggregate amortisation 

At 1st farmery 2002 6,503 

Charge for the year 7,694 

Disposals 


At 31st December 2002 


(870) 

13327 
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13 Intangible assets continued 


Net book value 

At 31st December 2002 133.243 


At 31st December 2001 


152.507 

The goocKwiil arising on a* acquisitions is being amortised on a strarght-6ne basis ever 

20 years. The is the period over which the 

(firectocs estimate that the value of the underlying businesses acquired in each case is 

expected to exceed the wiftje of the underiymg 

assets. The tmpaument in the year of £15.000,000 relates to HeafthcaS As explained 

in note 5. the directors have viewed the carrying 

value erf the Group's interest in the shares of Heaithcaft. Accordingly it has been determined that goodwill has been impaired by 


£15,000.000 




14 Tangible fixed assets 









Icawifioftf 

ftwurasS 



tandS butdcigs 


fatal 


EQ00 

cseo 

€B«J 

Group 




Cost 




At 1st January 2002 

80 

24,758 

24.838 

Additions 

- 

7.926 

7326 

On acquisition of businesses and subskfory undertakings 

- 

15 

15 

Disposals 

- 

(5.905) 

(5.905 1 

On disposal of business 

- 

(752) 

(752) 

At 31st December 2002 

80 

26.042 

26.122 

Depredation 




At 1st January 2002 

34 

11,292 

11326 

Disposals 

- 

(4.573) 

(4,573) 

Charge for the year 

5 

7,232 

7.237 

On (feposal of business 

- 

(603) 

(609? 

At 31st December 2002 

39 

13.342 

13.381 

Net book value 




At 31st December 2CK32 

41 

12.700 

12.741 

At 31st December 2001 

46 

13.466 

13.512 


At 31st December 2002, the net book value of assets held under finance leases, capitafced and inducted in plant and equipment, 
fixtures and fittings amounts to £245j000 (2001: £2.036,000). The depreciation charge on these assets during the year amounted 1 
£1,080.000(2001: £463.000). 






14 Tangible fixed assets e-encsnaed 





Company 

Cost 

At 1st January 2002 

Additions 

Disposals 

1.125 

3SQ 

099* 

At 31st December 20® 

1.276 

Depreciation 


At 1st January 2002 

405 

Disposals 

**!) 

Charge for the yeaf 

216 

At 31st December 20® 

525 

Net book value 


At 31st December 2002 

751 

At 31st December 2001 

720 

15 Capital commitments 



5S ^ 

Capital expenditure that has been contracted but not provided for 

3.676 258 
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Company 




At 1st January 2002 

28 

33.423 

33.451 

Disposal of subsidiary undertaking (note 5) 

- 

(174) 

ft 74) 

Sate of shares 

«27> 

- 

C27) 

At 31st December 2002 

1 

33,249 

33.250 


Investment in own shares relates to 1.645 shares held by the Group’s Qualifying Employee Share Ownership TnrSt ('QUEST) The 
Company established the QUEST to acquire new shares in the Company for the benefit of the emp&ojrees and directors of the Group. 

The shares held by the QUEST at 31st December 2002 have been ira&itfed r» the Grot** balance sheet, as Bmsestment m own shares. at 
a value of ft.000. which is the equivalent to the amounts recawsbfe from employees on exercise of Shew options. The market value of 
the shares at 31st December 2002 was £4,GG0. 

Dividends of less than £1,000 have been waived on shares held by the QUEST under the terms of tt* trust deed and the costs relating 
to the scheme are dealt with in the profit and loss account as they accrue. 

Except where stated, the following subsidiary companies are whoSyowrred including 100% of the voting lights, operate in the United 
Kingdom and are registered in England & Wales. AB companies hare been inducted in the consolidated results o> the Group. 

Principal undertakings 

Undertaking Business 

Nestor Primeeare Services Limited 5 UK healthcare services and fteabte staffing services in 

UK health and social care 

Cleveland HeahhcaB Services Limited 1 UK doctors' Arty services 

Care Monitoring 2000 Limited 1 UK hornet are remote mondortog 


; The interest of Nestor Healthcare Group pte is held through arteroiesfote hcfcfing con^jantes. 

* Nestor Healthcare Group pic has a 51 % interest. 

Related party transactions 

Neither the Group nor the Company had any material transactaons with related parties during the year. Detafc of transactions with 
directors are set out in: the Remuneration Report on pages 31 to 37. 









16 Fixed asset investments continued 
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17 Debtor 


"frade debtors 

Amounts owed by Group companies 

Dividends receivable from Group companies 

Other debtors 

Deferred tax 

Prepayments and accrued income 

44355 

2.951 

1352 

7.992 

.58389 

1.828 

5307 

433373 

838 

290 

171367 

14.485 

133 

428 


57330 

65.024 

434,401 

186,609 

The Group has an overatt deferred tax asset postion arising from the recognition of a 

18 Creditors - amounts falling due within one year 

pension &abtg£y (see raJ8e?2> 

28S8 2SXH 

Bank overdraft and loans 

2.765 

3.095 

9326 

15.491 

Loan other than f rom banks 

5,699 

19.673 

4.049 

19.673 

Finance teases 

493 

1,604 

- 

- 

Trade crerfitcrs 

11.655 

9310 

- 

- 

Amounts owed to Group companies 

- 

- 

33347 

8.636 

Dividends proposed 

5.370 

4.456 

5370 

4.456 

Corporation Tax 

4.098 

3,886 

- 

87 

Other tax and social security 

8.876 

6328 

- 

50 

Other creditors 

8.288 

15.838 

918 

2.050 

Accruals arxf deferred income 

14318 

16.485 

1,495 

5372 


62.162 81,175 54,405 56315 





19 Creditors - amounts faffing due after more than one year 



Bank loan 

MMSO© 

55.095 

60,000 55,005 

finance teases 

- 

314 

- 

Other creditors 

SI 

82 

- 


68(051 

55.401 

60j000 55.005 


20 Net (borrowmgs)/cash 




Unsecured 

Sank overdraft and loans variable 

Loan other fen from banks variable 

Finance teases 

(62,765) 
(5.699) 
(«S3) 

(58. tOO> 
(19.673) 
(1.918) 

(69,326) 

(4.049) 

(70.496) 

(19.673) 

■fetal borrowings 

Cash at bank and in tend 

(68(957) 

9,196 

(79,691) 

4,341 

(73.375) 

119 

(90,169) 

6 

Net borrowings 

(59.761) 

175350) 

(73356) 

(90,163) 

Net (borrowingsVcash for the Group is summarised as follows: 








5tes»*»te 













SSKD 

ro» 

£OEO 

MOD 

Unsecured 





Bank overdraft and fears 

12.765) 

- 

(60.000) 

(62.765) 

Loan other fen from banks 

aw 

- 

- 

(5,699) 

Finance leases 

(493) 

~ 

- 

(493) 

■fetal borrowings 

(8,957) 

- 

160.000) 

(68,957) 

Cash at bank and in hand 

9.196 

- 

- 

9.196 

At 31st December 2002 

239 

- 

(60,000) 

(59,761) 

At 31st December 2001 

(20.031) 

(314) 

(55.005) 

(75,350) 


21 Financial Instruments 

An explanation of the role that financial instruments have had during the year in creating cr dharapng the reds that She Group faces 
in its activities is set out in the Financial Review on page 20. Short-term debtors and aedkors haw fc«wn excluded fears aff the 
following disclosures. 
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21 Financial Instruments continued 
Interest rate prolife erf financial &abiiities 

The interest rate profile of the Group's financial liabilities at 31st December 2002 was: 


STc^toF^-iOr bSSftcs 



At 31st December 2002-afisterfog _ 72.942 72^91 51 


At 31st December 2001-aft sterling 84.445 84363 82 


AS the Group's creditors faffing due within one year ?etfter Than bank and other borrowings) are excluded from the afcswe sdbfes eater 
due to their short-term nature or because they do net meet the definition of a financial liability, such as tax bafences. 

Included within floating rate financial feabffities are 05 miffien of borrowings upon which the Group has entered bKo inscrest rate 
swaps that have the effect of restricting UBQR rates an those borrowings to between 4.0% and 5.6%. The net fair value of i&ese 
swaps at 31st December 2002 was £nit 

Included in the above ate the Group's provisions of £3.934.000 (2001 - £4,672,000) for onerous contracts (none 22) wrath meet the 
definition of financial labilities. These financaf Babifitses are constdered to be floating rate ftabrfstjes as, in estabSdwng the pnwsKMts,, Site 
cash flows have been (fiscounted arid the discount rate is re-appraised at each half yearly reporting date to ensure that it reflects 
current market assessments of the time value of money and the risks specific to the liability. Other floating rate finandai bear 

interest at rates, based on LIBOR, which are fixed at advance for periods of between one month aid twelve mcoths. 

The weighted average period to maturity of financial labiStses that bear no interest at 31st December 2002 was 1.5 years (2001 -13 years! 

Interest rate profile of financial assets 

The interest rate profile of the Groups financial assets at 31st December 2002 was: 


Sterling 

Australian dollars 
New Zealand dollars 
US dollars 


9.170 9.114 56 

4-4 
18 - 18 

4-4 


At 31st December 2002 


9.196 9.114 


82 


Australian dollars 
New Zealand dollars 
Euros 
US dollars 


At 31st December 2001 


4.341 4320 121 


The financial assets comprise loan notes, bank, deposits, bank current account balances and cash in hand. The floating rate financial 
assets earn interest at rates based on: relevant national LiBGft equivalents and are afl recoverable within one year or on demand. 

The financial assets on: which no interest is received: ace balances on bank current accounts and cash in hand. 






21 Financial Instruments continued 


Maturity of financial fobifttres 

The maturity profile of the Groups finance! SafeiStuss at 31si December 2002 was; 


Within 1 year, or on demand 

3,957 

ijm 

10.158 

Between 1 and 2 years 

- 

4ia 

418 

Between 2 and 5 years 

60.000 

1.131 

61.131 

Over 5 years 

- 

1335 

1.235 

At 31st December 2002 

63,957 

3.3*5 

72342 



S]W»5 




?issessi; 



tfS 


JS 

Within T year, or on demand 

24372 

SQ3 

24.475 

Between 1 and 2 years 

314 

1.293 

1.607 

Between 2 and 5 years 

55.005 

102 

55,107 

Over 5 years 

- 

3.256 

3256 

At 31st December 2001 

79.691 

4.754 

84,445 


Other financial liabilities include the prcw%ion for onerous contracts of 0,934.000 (20GI - £4,672,000). 


Borrowing facilities 

The Group had the foHowtng (indrawn eofiwndted borrowing facilities available sn respect of which ail conditions preceoers 
had been met at that date: 



Expiring within 1 year — - 

Expiring between 1 and 2 years - — 

Expirbig in more than 2 years 29,301 20,355 


29.301 20,355 


AS the above facilities incur commitment fees at market rates. 

Fair values of financial assets and financial liabilities 

The following table shows a comparison between the carrying amounts and the fair w&aes of the Group's financial assets and iriamdai 
liabilities. Fair value is the amount at which a feiandaf instrument could be exchanged in an arm's length transact**} fce®*«en 
informed and willing parties, other than a forced or liquidation sate and excludes accrued interest. Fair values have been ca&ufetodl by 
discounting expected cash flows at prevailing interest and exchange rates. For floating rate financial assets and kabtSaes, fsc vsfiues 
approximate to book values. 



Book 

value 

£000 

HM© 

ss 


Financial assets 

Short-term finance liabilities and current portion of 

9,196 

9.196 

4341 

4.341 

long-term borrowings 

(8.957) 

(8,957) 

(243?» 

124372) 

Long-term borrowings 

(60,000) 

(60,000) 

155319) 

(55319) 

Other financial liabilities 

(3.985) 

(3.985) 

(4.754? 

(4,754) 


(63,746) 

(63.746) 

£80,104} 

@0.1041 
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22 Provision for liabilities and charges 


Crimed 


At 1st January 2002 

Transfer to profit and toss account 

Utilised in the year 

Amortisation of discount 

Acquired with, subsidiary undertakings (fair vafcie adjustments - see note 16) 
Transfer to debtors (note 17) 

1.500 

C?5©> 

235 

3.723 

4,672 

(108) 

(920) 

184 

106 

74 6.246 

(108) 

(62) (1,732) 

(69) 350 

(1.535) 7.294 

1.592 1.592 

At 31st December 2002 


4.708 

3.934 

8.642 

Company 

At 1st January 2002 

Utilised in the year 

Amortisation of discount 


: 

1,268 

(204) 

59 

19 1.287 

Q) (206) 

59 

At 31st December 2002 


- 

1.123 

17 1.140 

Pensions 

Following the acquisition of Healt heart in 
liabilities acquired, an actuarial deficit on 
government bond rates. 

1 2001 and as part of the procss for finalising the psevisotnai fee value of the assets and 
i the Heafchcart pension fund has been recognised oa a (Sscounted bass using appropriate 

Onerous contracts 

The provision for onerous contracts comprises £3,298,000 (2001 - £3379,000) to respect of tee contracts for property no longer 
occupied by the Group (Company 2002 - £1,123.900. 2901 - £ 1 . 268 . 000 ) and £638,000 (2001 - LI ,293,000) to respect of other 
unavoidable contract losses that are expected to oystafee in 2093. 

The Group has a number of properties that are either vacant or under let at a discount, rui prmssion has been made for tfte residual 
tee commitments, together with other out gangs, after taking into account existing sub-tenant agreements for the remaining period 
of the teases, which at 31st December 2002 is approximately 10 years, to determeang the psowsson for onerous contracts, the cash 
flows have been discounted on a pre-tax basis using appropriate government bond rates. 

Deferred tax 

At 31 December 2002, the Group has an overall deferred tax asset position arising from the recognition of a pension fobtSly (abowe) 

The deferred tax asset is shown as part of debtors. The asset is shown net of a provision for deferred tax arsing from accelerated 
capital afiowances. The full potential deferred tax asset is as fallows: 

Pension liability 

Accelerated: capital allowances 
tosses not reJievabte 

Other 




1,604 450 

1,734 1.2G6 

302 318 

467 246 

4.107 7.220 

23 Share capital 



xrtiiaJtfpqki 

ytLrrtxf £300 

Ordinary shares of IQp each 

At 1st January 2002 

Issued during the year 


96.000.000 

9.600 87.077.958 8.708 

387.702 39 


At 31st December 2002 


S6.CCO.OOO 


9,600 87,465,660 


8.747 










24 Share premium account and reserves 





At 1st January 2002 
issue of shares 

Retained profit for the year 

42.293 

724 

864 

41.407 

(6.505J 

At 31st December 2002 

43.022 

S64 

34.902 

At 31st December 2002, goodwill written of? directly agamst profit and fees reserves in respect of subsidiaries and associated 
undertakings stilt held by the Group! was £16,891.000 (31st December 2001 - £16,891,COO). 

A lass 

Company 

At 1st January 2002 

42.238 

25.750 

31,423 

Profit for the year 

- 

- 

252.447 

Dividends 

_ 

- 

(8.413) 

Issue of shares 

724 

- 

- 

At 31st December 2002 

43.022 

25.750 

275,457 


As part of the Group's reorganisation, the business of one Group company wss transferred to another Group company at a valuation erf 
£260.000,000 resulting in a profit on disposal of £240,874.000. Tbs profit was then distributed to the Company as part of a dividend. 
As at 31 December 2002, the profit and loss reserves of the company include £240.874.000 that is not distributable. 

included in other reserves are £21,512,000 of distributable reserves renting to foreign exchange and acquisition reserves and 
£4.238.000 of non-detrifrutabte reserves. 


25 Notes to the cash flow statement 


Reconciliabon of operating profit to net cash inflow from operations 

Qaerating profit 

11.506 

17.055 

Exceptional items 

18,100 

4,574 

Amortisation of goodwill 

7.694 

3,831 

Depreciation 

7.237 

4.945 

Met profit on safe of tangible fixed assets 

149 

160 

Utilisation of provisions 

(1.778) 

(1.290) 

Decrease/Onerease) in debtors 

11,563 

(8.784) 

(Decreasejrtnoease in creditors 

(327) 

4,157 

Net cash inflow from operating activities 

54.144 

24.648 

2002 2G01 

Reconciliation of net cash flow to movement in net debt 

Increase in cash and decrease in overdraft 

5,185 

(12.206j 

Decrease in finance leases 

1.425 

476 

Decrease/finerease) in loans 

8.979 

(70.155) 


15,589 

@1.885) 

Increase in loans on acquisition of subsidiary undertaking 

“ 

(2.394) 


15,589 

(84.279) 

Net (debtVbasb at 1st January 

(75,350) 

8.929 

Net debt at 31st December 

(59,761) 

(75.350) 
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25 Notes to the ash flow statement contKKKd 



Loans arai 

Usx* and 





finance fcrjscs fas 







rep****- 













Qten&aft 




ra» 

t-aso 

Bm 

£H* 

loss 

Analysis of movement in bans and cash balances 

At 1st January 2002 

(21-277) 

G531S* 

(3.005) 

4341 

(75350) 

Increase in loans and net cash inflow 

15.085 

$4,681) 

330 

4.8S5 

15.589 

At 31st December 2002 

(6.192) 

(60,000) 

€2.765) 

9.156 

(59.768) 

26 Operating lease commitments 






The Group has numerous premises operated under leases whose terms, conditions and expiry dates vary consaderaibfef, some of which 

are no longer occupied by the Group. 






The commitment in respect of operating teases to 2003 is as fofiows: 



Lands 

Land* 





HnASngs 














local 




£000 

race 

£C08 

For teases expiring 






within one year 



935 

31 

S66 

between two and five years 



1.479 

212 

1.691 

beyond five yeas 



2.141 

762 

7.903 




4.555 

1.005 

5.560 


in respect of the fwe of plant and machinery, operating lease commitments are not material 


27 Contingent liabilities 

In 1993, CCHP (a partner in the Cross Country Staffing ("CCS*) partnership) commenced a programme of prowidsrsg tax-free meai and 
lodging benefits ("Travel Benefits") to the traveffing nurses it employed Such benefits were afeo provided to nurses empfoyed by CCS 
following the establishment of the CCS partnership by CCHP and MRA Staffing Services Inc. (a farmer sufcscfeiy of the Group) on 
1st July 1996. The portion of the programme provtsfing meal reimbursements was terminated on 1st June 1999 and app&ed to aS 
contracts with nurses entered into prior to 1st June 1999. 

In November 1998, the Internal Revenue Service of the US (the SIS) issued a payroll tax assessment of CSS? 1 8 nwtuxi Jar unpaid 
payroll tax in relation to the Travel Benefits provided to nurses for the 1993 to 1995 tax years of CCHP which tw*e m the process of 
being reviewed by the IRS. On 23rd March 1999. CCHP filed a claim against the IRS in the United States Court of Federal Cteens 
protesting this assessment. 

CCHP and the Company have received advice from legal advisers in the United States that CCHP should either succeed w» opposing 
this assessment, or be abfe to settle the case far a significantly tower sum in relation to aS tax years durarog whkh the programme 
operated The Company's Bebifity of such settlement would be limited to amounts relating to the period since 1st JWy 1996 (being 
the date of establishment of the CCS partnership) and. taking this into account, the Company^ share of any feateliity would be 
approximately 22 %, with W R Grace & Co. being liable for substantially all of the remaining share. 

Based upon the advice received, the directors do not befeve it is appropriate to make any prewvsron in the financial statements^ 







28 Pension commitments 


The Group has continued to account for pensions sr» accordance »oh SSAP 24 and the cfecfejsjjrcs gkem 'rnt faj) are firrcse rpyjuTeci by 
that standard. FRS 17 Retirement Benefits was issued in November 2000 but w« not be mandatary for tfee? Goap and company usrtrf 
the year ending 3lst December 2QG5. Frioc to this, phased transbenat dsdosures are; reqiared- 

aj Group pension schemes 

The Group operates teto funded pension schemes pmvidfng benefits based on final pensiorwbfe saiiarf. The two ahernes ace the Nestor 
Healthcare Group Retirement Benefits Scheme (the Mestot Scheme) and the tleafthcaS Group I'rmited Pew<cn Scheme (fee '£jes£hcaa 
Scheme). Both schemes are dosed to new members. Ore schemes are adrrwsstered by trustees separate^ tan She afiacs dS the Group 
and are contracted out of the additional component of the State Pensson Scheme. 

Nestor Scheme 

Watson Wyatt Partners. tU* consuffing actuaries. carried out an actuarial valuation erf fee Nesttw Sctarme 25 at 5fe April 2003. On fee 
actuarial basis used, as at feat date fee market value of the assets was 82% of the value placed cm fee leb&ties in respect erf benefits 
earned to Sfe April 2000. aitewing for expected future increases in pensionable earnings to Normal! Pensfen Age. Sreetirag fee scheme 
as an ongoing entity. 

The market value of the fewestinents hekt in the scheme as at the vacation date was £9,059.000. In addisom there were pensions in 
payment secured by fee purchase of annuities 

The assumptions which have the most stgnbfiearn effect on the results of fee valuation are those relating to the rate of arrestment 
return on future net cash flow and fee rate of increase in pensionable earnings. These rates were set reiatawe to an assumed long-term 
rate of price inflation of 3% per annum. 

The assumed future rate of investment return, used to discount projected income and outgoing benefits, was a real rate erf 3 5% 
per annum relative to price ififtetion. Pensionable earnings were assumed to increase on average at a rate of 3% per annum 
ahead of price inferiors 

The employer's contribution rate {currently 17%) is calculated using the projected unit method and fee shortfall erf assets as 31 5!b April 
2000 is amortised as a constant percentage of members' pensionable earnings over fee average expected worfcang ifetrae erf the active 
members. As the Nestor scheme & dosed to new members, under the projected unit method the employ's corrfjrfxjbon safe wfi 
increase as the members of feat scheme approach retirement 

Healthcall Scheme 

Watson Wyatt Partners, UK consulting actuaries, carried out an actuarial valuation of the Heafthtai Scheme as at 1st November 2001. 
On the actuarial basis used, as at that date fee assessed value of the assets was 51% of fee capita&ed vafoe of the accrued benefits, 
allowing for expected future increases in pensionable earnings to Norrrrf Pension Age. treating the scheme as an on-gosng eiSrty 

ITie market value of fee investments held in the scheme as at the valuation date was £5.346.000 

The assumptions which have the most significant effect on the results of the valuation are these relating to the rate of sraresterent 
return and the rate of increase in pensionable earnings. 

It was assumed feat fee investment return would be I % higher than the average increase in perakjnabfo earnings 

The employer’s contribution rate (currently 21 %> is calculated using the projected unit method and the shortfall erf assets as at 
1st November 2001 is amortised as a constant percentage of members' pensionable earnings owr fee average rernaarwxj expected 
service fives of the active members. As fee Heafthcafi scheme is dosed to new members, under the projected unit rrefeod. fee 
employed contribution rate will increase as the members of that scheme approach retirement. 

Pension charge 

The pension charge for fee year was Q.&49.GCO (2001 - £1,883.000). The increase reflects Nghe* employer contribution rates to fee Nestor 
and Healthcall schemes, following fee finalisation of the actuarial valuations in 2001 and 2002 respectively and fee increase anUhe number 
of employees participating in the Groups Schemes. 

At 31st December 2002, there was a net pension ftabifrty of £4.708,000 (2001 - £1.129.000) included in the Groups bafianre sheet 
comprising an asset of £nit (2001 - £371,000) included in debtors and a hab&ty erf £4.708.000 (2001 — £1.500.000) bnefoded vrithto 
provisions. This relates to fere formal valuation of the Heathcal scheme as at the date of acquisition, adjusted fo* subsequent 
movements. This liability is expected 1 to be satisfied by annual payments of £500.000 up to 2015. 
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28 Pension commitments corsmoed 


b) FRS 17 Retirement Benefits 

The valuation used for FRS 17 disclosures has been based on She most recent actuaria valuation of the Nestor Scheme and tSi© 
HeafthcaB Scheme at 5th Apnf 2000 and 1st Noierrsbec 2001 respectively, and updated by VAdson Wyatt Partners to Qfce account of Btie 
requirements of FRS 17 in order to assess the Itabtf&tss of the schemes at 31st December 2002. Assets of the schemes are saaased a# ffirear 
market valuation at 31st December 2002. 


The financial assumptions used to calculate the schemed fcjfei&ties under FRS 17 a 


Valuation method 


Projected a’teqec’&d 


Discount rate 
Inflation rate 

Increases to pensions in payment and deferred pensions 
Salary increases 


5.75% 

225% 

2.25% 

4.25% 


6.C0% 

2.50% 

2.50% 

4.50% 


The assets in the schemes and the expected rate of return v 


Equities 

Bonds 

Other 


80% 11390 7 75% 13,152 

5.0% 2,276 5.5% 2.106 

4.0% 896 4.0% 1311 


Deficit to the schemes - pension fiabiWes 


As stated on page 63, a provision has been made lot the deficit on the Heartbeat scheme as of the date of acquisition. Therefore, 
net effect on the Group's net assets and profit and toss reserves of the deficit in the schemes' assets would be: 


Net assets 
Net assets 

Add; existing accrued pension liability 
lax on existing accrued pension liability 
Less: total pension liabilities 
Tax on total pension Jiabifrties 


87,856 93390 

4.708 1300 

0,604) 

(12.773) 15.661} 

3,832 1.698 



Profit and kiss reserve 

34.902 

41.407 

Add: existing accrued pension liability 

4.708 

1.500 

Tax on existing accrued pension liability 

0.604) 

- 

Less: total pension liabilities 

(12.773) 

(5.661) 

Tax on total pension liabilities 

3.832 

1,698 

Profit and toss reserve including pension liabilities 

29.065 

33.944 







28 Pension commrtments continued 

Components of defined benefit cost foe the year ended 3tst December 2002 


Analysts of amounts that would be charged to operating profit 


Current service cost 

1.623 

Analysis of amounts that would be charged to other finance irearae 

interest on pension scheme liabilities 

Expected return on assets in the pension scheme 

1382 

0.262) 

Net charge to other finance income 

120 

Total profit and toss charge before deduction ior tax 

1.743 

Analysis of the amounts that would be reaxyased in statement of total recognised gams and losses 


Actual return less expected return on scheme assets 

Experience gains and losses arising on the scheme feb&ties 

Changes in the assumptions underlying the present value of the scheme febSties 

(4,691) 

(440) 

0031) 

Actuarial loss recognised in statement of total recognised gains and losses 

(7.162) 

History of experience gains and fosses 


Difference between the actual and expected return of scheme assets: 

Amount (£'0QG) 

Percentage of scheme assets 

(4*91) 
PI 3%) 

Experience gains and losses on scheme fe&Biies: 

Amount (£‘QGQ) 

Percentage of present value of scheme SabiShes 

(440) 

(1.6%) 

■fetal amount recognised in statement of total recognised gams and tosses: 

Amount (£‘000) 

Percentage of present value of scheme fafcSfes 

P.162) 

(26.0%) 






Notes to the Financial Statements 

tor the year ended 3 1 st Decembes 2002 


29 Share option schemes 

The following table- sets out options in issue under the various Company sdfosrjies at fee begnmairg and arid of the year and nasrsnnemts 
during the year. Share options in issue expire after a certain time and exercise dteses «a?y Ewesdse are sublet to she mutes of fee 
schemes and share options in issue are net normally exercisable unbl fee expir/ o5 a perod of at feast three years, hi adkfetare. 
achievement of performance tevefe is normally required in aft schemes except fee SAVE scheme. 



Date of issue 


teS^ar-.aJS 

fee*** 


eftejOT 3tsJDec2002 

Company Share Option Pfan 1936 


November 1996 

11500 

4.100 

- 

(4.100) 

- 

- 


April 1998 

236.50 

35.693 

- 

(21.364) 

(2.559) 

15,575 


October 1998 

33950 

18,445 

- 

03.843) 

- 

4.602 


April 1999 

407.50 

58253 

- 

(15.441) 

(5,643) 

37.169 


October 1999 

596.50 

31,569 

- 

- 

- 

31.569 


May 2000 

425.00 

373.159 

- 

02234) 

(92291) 

268.634 


August 2000 

429.50 

20352 

- 

- 

- 

20.952 


November 2000 

472.50 

63® 

- 

- 

- 

6349 


March 2001 

542.50 

63.524 

- 

- 

(10,749) 

57.875 


October 2001 

sio.eo 

88230 

- 

- 

(23.528) 

64.702 


April 2002 

544.00 

- 

11.028 


- 

11.028 




709,5/9 

11.028 

(66.982) 

(135.170) 

518,455 

Employee Share Option Scheme 1996 


November 1996 

115.00 

335,560 

- 

(247.500) 

- 

88.000 


April 1998 

236.50 

110314 

- 

(22.276) 

- 

88.038 


April 1999 

407.50 

128,784 

- 

(46.630) 

(13,966) 

68.188 


October 1999 

596.50 

2350 

- 

- 

- 

2.850 


May 2000 

425.00 

463250 

- 

(4,189) 

05.673} 

423388 


August 2G0Q 

429 50 

19.033 

- 

- 

- 

19.093 


November 2000 

472.50 

46.561 

- 

- 

- 

46.561 


March 2001 

542.50 

296.663 

- 

- 

01,168) 

265.495 


October 2001 

510.00 

205294 

- 

- 

(53,483) 

151.811 


April 2002 

544.00 

- 

39.522 

" 

- 

39.522 




1.608.309 

39.522 

(320,595) 

(134290) 

1,192.946 

Share Option plan 2002 


July 2002 

267.50 

- 

916374 

- 

(29.974) 

886.900 


October 2002 

212.50 

- 

322352 

- 

" 

322352 




- 

1239226 

- 

(29.974) 1209252 

Savings Related Share Option Scheme 


December 1997 

131.00 

67.406 

- 

- 

0.053) 

66.355 


December 1998 

305.00 

76301 

- 

(45.605) 

(8,473) 

22223 


September 1999 

412.00 

80,605 

- 

025) 

(25.084) 

55396 


April Z0G1 

447.20 

154,737 

- 

- 

(38.002) 

116.735 


April 2002 

454.80 

- 

351.183 

- 

(74,391) 

276.792 




379,051 

351,183 

(45.730) 

(147,003) 

537.501 

Total' 



2.696.939 

1.640359 

(433.307) 

(446,437) 3.458,154 




Five Year Summary 
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SS' 

s. 

2882 

Group profit and toss account 

Turnover {including share of associated undertaking) 

Continuing operations 

22*345 

277.445 

292J3Q2 

4C0.965 

482.695 

Decontkuied operations 

323*5 

22.673 

- 

- 

- 


253,864 

300.1 IS 

292.802 

400.965 

482.695 

teg: Share of turnover of associated undertaking 

(32319) 

tzusm 

- 

- 

- 

Turnover 

221345 

277.445 

292302 

400,965 

482.695 

Operating profit 

Continuing operations 

9.466 

10,274 

17.124 

21.629 

29.606 


9,466 

10374 

17.124 

21.629 

29.606 

Share of operating profit erf associated undertaking 
(discontinued operations) 

3337 

2.704 

- 

- 

- 


13,403 

12.978 

17.124 

21.629 

29.606 

Exceptional items 

- 

(5306) 

(727) 

(4.574} 

(17.300) 

Profit on ordinary activities before interest 

13,403 

7.772 

16397 

17.055 

12306 

Net interest 

(680) 

021) 

425 

0-544) 

(4.169) 

Profit before taxation 

12,723 

7351 

16322 

153H 

*137 

taxation 

(3.6G0J 

(4374) 

(5.190) 

(6.013) 

(6.181) 

fYcsfrt after taxation 

9,123 

2.977 

11.632 

9.498 

1,956 

Equity minority interests 

73 

(55) 

(158) 

(IS) 

(48) 

Profit attributable to shareholders 

9, 196 

2.922 

11.474 

9.479 

1.908 

Profit before taxation, goodwill. 

amortisatJCft and exceptional items 

12.780 

13.035 

13,759 

23.916 

33.131 

B«sk: earning per share- FRS 3 base 

ii.gop 

3.76p 

T4_63p 

11.55p 

2.18p 

Bask: earnings per share - before goodwill 
amortisation and exceptional items 

11-97p 

11.21p 

17.10p 

20.54p 

29.83p 

Dividends per share 

4.65p 

S38p 

669p 

8 02p 

9.62p 
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Group balance sheet 

Goodwill 

3,711 

21.337 

31.412® 

1525®7 

139.243 

Tangible fixed assets 

5,533 

7.724 

7.77© 

13312 

12.741 

Investments 

2,521 

772 

28 

28 

1 

Total fixed assets 

11,765 

79.833 

mis? 

1G6JDC7 

151.985 

Current assets 

36,006 

40.961 

40,926 

66J024 

57,530 

Liabilities and provisions 

(25,845) 

61.953) 

66.247} 

GS3J31) 

(81.898) 

Met operating assets 

21.926 

38.841 


1G8LS40 

147.617 

Net cashffxjnwnngsi 

(10.0881 

7.089 


05.35 m 

(59.761) 

Net assets 

11.838 

45.930 

52340 

33.55© 

87.856 

Share capital 

7.745 

7,814 

7353 

8.708 

8,747 

Share prerreurrv account 

2,839 

3.620 

4.868 

42J9B 

43.022 

Other reserves 

1358 

34.545 

39.788 

42271 

35.766 

Equity shareholders' funds 

11.942 

45,979 

52.509 

93377 

87.535 

Equity minority interests 

(104) 

(49) 

HI 

313 

321 


11.838 

45,930 

52.840 

93390 

87.856 

Group cash flow statement 

Net cash inflow from operating activities before exceptional Hems 

4,925 

8328 

23.760 

24,643 

54.144 

Cash flow from exceptional items 

- 

- 

- 

(2.246) 

(2300) 

Dividends received from associated undertakings 

1,798 

1,209 

- 

- 

- 

Interest {paajVreceived 

054) 

(471) 

510 

©64) 

(3.896) 

Tax paid 

6,527) 

(4,265) 

6.776) 

item 

(6.240) 

Capital expenditure 

(2,954) 

(4,147) 

(2365) 

(4,523) 

(6,743) 

Acquisitions and disposals 

(3,187) 

23.441 

(11.857) 

(124,934) 

(12,640) 

Equity dividends paid 

6.205) 

6.868} 

(4.674) 

(5,883) 

(7.499) 

Issue of shares 

318 

850 

275 

38385 

763 

IncreaseAdecrease) in leans 

(1.000) 

(1.520) 

&m 

69.679 

(10,404) 

Irrcrease^decrease) in cash 

(6.986) 

20.157 

1.803 

(12305) 

5.185 







Shareholder information 


Financial calendar 
Announcement of 20® rescfe 
for the half-year 
For the year 

Annual: Report and Accounts oreuiated 
Annual General Meeting 


September 2003 
March 2004 
Apnl2004 
May 2004 


Dividends 

Proposed final dividend 2002 

Announcement 

Ex-dividend 

Record date 

Payment date 

Interim dividend 2003 (provisJonaO 

Announcement 

Payment 


3rd March 2003 
T6th April 2003 
22nd April 2003 
6th June 2003 


September 2003 
October 2003 


Analysts of shareholdings 

At the date of this report the Company Stas 1,761 shareholder who held 87,497.258 «tey dhates behsesn them, 
analysed as follows: 


te o,Ho«i„ 9 

shsrftaMes 

dwsSsfiifes sfesos 

Zt 

1-5.000 

1347 

76 1.496.959 

2 

5.001-50,000 

258 

15 4.143,00? 

5 

50,001-100.000 

36 

2 2335.552 

3 

100,001 and over 

120 

7 79371.640 

SO 


1,761 

100 87.497358 

100 

Type of shareholder 

individuals 

995 

57 2.405.040 

3 

Nominee companies* 

693 

39 78.638322 

89 

Other corporate and public bodies 

59 

3 4,367341 

6 

Trust companies 

14 

1 1366.455 

2 


1,761 

ICO 87,497358 

ICO 


* This category includes the beneficiaries of pension funds, unit trusts, Sfe assurance companies amt owesamert! SrasJS- 
Share Registrar 

The Company's registrar is Computershare Investor Services PLC, of PO Box 82, The Pavilions, Bridgwater Read, Bristol BS@3 7TN&L 





Notice of Annual General Meeting 


NOUCE IS HEREBY GWEN, that the sixteenth Annual General Meeting of the Company wt 3 be heW at The Mternm Hotel. 

Grasrenor Square. London Wt K 2HP on Tuesday 3rd June 2003 at 12.30 pm for the fofcwmg purposes: 

Ordinary business 

1. lo receive and consider the financial statements, together with the reports of the directors and auditors* far the year 
ended 31st December 2002. 

2. To declare a final dividend. 

3. To re-elect S M Booty as a director. 

4. To re-elect W F Holmes as a director. 

5. To re-elect D Howell as a director. 

6. To re-elect S R Page as a director. 

7. To re-elect M A Ellis as a director. 

B. To approve the Remuneration Report of the directors for the year ended 31st December 2002- 

Special business 

9. 16 re-appoint ftieewaterhouseCaopers IIP asaotStots of the Company, to hold office until the tondussoo of the next Annual 
General Meeting and to authorise the directors to determine their remuneration. 

10. To consider and rf thought fit. to pass the following resolution as an Ordinary Resolution: 

That the directors be and are hereby authorised and empowered during the period expiring at fee conclusion of fee nett Annual 
General Meeting of the Company, or on 2nd September 2004 whichever is earlier, to aSot relevant securities as defined an Section 80 
of the Companies Act 1985 ('the Act*) and to make an offer or agreement which would or might require relevant securities so fee 
allotted after that date, so long as the nominal value of the relevant securities allotted under this authority shall not exceed the 
nominal value of the authorised but unissued share capital of the Company at the date hereof. 

11. To consider and if thought fit, to pass the following resolution as a Special Resolution: 

That the directors of the Company be and are hereby authorised and empowered during the period expiring at the conckson of 
the next Annual General Meeting of the Company of on 2nd September 2004. whichever is the earlier, to exercise a* powers of 
the Company to afiot equity securities (within the meaning of Section 94 of the Act) as if Section 89(1) of fee Act rid not apply 
in the case of: 

(a) allotments in connection with a rights issue to shareholders where the directors shaB have the right to make such exclusions or other 
arrangements as they may deem necessary or expedient to deal wife fractional entitlements that would otherwise arse or with legal 
or practical problems under the tews of of requirements of any recognised regulatory body or any stock exchange in any ternary, or 
otherwise howsoever, 

(b) other allotments of equity securities far cash where this authority shaS be fended in aggregate to the agotment of or invoking equity 
share capital not exceeding (in nominal value) 5% of fee nominal value erf the issued share capital of the Company as at fee date 

12. To consider and if thought fit to pass the following resolution as a Special Resolution: 

That, pursuant to Article 44 of the Company's Articles of Association, fee Company be and is hereby granted renewal of is general 
and unconditional authority to make market purchases (within the meaning of Section 163(3) of the Ad) of ordinary shares of ISp 
each in the capital of the Company provided that 

(a) the maximum number of ordinary shares hereby authorised to be purchased is 8,500.000. representing approximately 10% of fee 
issued ordinary share capital at 3rd March 2003; 

(b) fee minimum price which may be paid for each ordinary share is 10 pence per ordinary share which amount shaB be exclusive 
of expenses; 

fc) the maximum price which may be paid for each ordinary share is. in respect of an orefinary share contracted to be purchased co any 
day an amount (exclusive of expenses) equal to 105% of the average of the mid-market quotations for an ordinary share of fee 
Company as derived from the Daily Official List of fee London Stock Exchange for the five business days immediately preceding the 
day on which fee ordinary share is purchased; 

(d) the authority hereby conferred shall expire at the conclusion of the next Annual General Meeting of the Company after the date erf 
passing this resolution, unless such authority ts renewed prior to such tone; and 

(e) the Company may conclude a contract to purchase ordinary shares under the authority hereby conferred prior to the expiry of such 
authority which will or may be- exercised wholly or partly after the expiry erf such authority and may make a purchase of ortgrtary 
shares in pursuance of any such contract as if fee authority hereby conferred had not expired. 





The Colonnades 

Beaconsfiefd Close 

Hatfield 

Hertfordshire 

ALTQ8YD 

3rd March 2003 


1. A form erf proxy is enclosed with this notice. A member erf the Company entitled to attend and vote at the above meeting rs 
entitled to appoint one or more proxies to attend and. on a poS. vote instead of ham. A proxy need not be a member of the 
Company. Id be valid, proxies must be lodged waft the Registrar of the Company Compfsitesshare investor Services PLC. PO Box 
1075, The Pawfions, Bridgwater Road, Bnstot BS99 3PA. no later than 12.30 pm on Sunday la tone 2003. Appointment of a 
proxy wtl not prevent a member from attending and voting at the Annual General Meeting should heSshe decide to do so. 

2. Copies of directors’ setvtce contracts are avaiabfe for mspedion at the Company's registered efface dbring normal business 
hours on any weekday fptibfe holidays excepted) and at The MeSfeonfsan Hoies for 15 minutes prior to and during the Annual 
General Meeting. 
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